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Professional Notes 


The Transport Hotchpotch 


WITH PASSENGER FARES STILL IN CONFUSION, THE GOVERNMENT'S PLANS FOR THE 
future of the transport industry have led to more muddle and uncertainty. The 
main proposal is that the Road Haulage Executive should be broken up into 
“Operable units” which will be sold by tender in the market. The units will 
carry “ A” licences and will thus be free of the 25-mile limit, which will continue 
fr an unspecified time to apply to hauls made by other vehicles not specially 
licensed. It is no doubt expected that this more favourable treatment of the ex- 
Government units will help to keep up the price obtained for them, but unless 
the duration of their period of protection becomes known, it is surely. doubtful 
whether it will have much market value. On the other hand, it will mean a 
deferment of the full competition which the Government presumably regards as 
necessary if—quoting from the recent White Paper Transport Policy (Command 
8538)—transport is to “ regain and increase the flexibility without which the 
demands of trade . . . cannot be adequately met ” and if the “‘ integration ” of 


plan,” 


nationalis:1 transport is no longer to “ subordinate the needs of the trader to a 


As vendor of the “ operable units” 
the Government need hardly have 
gone out of its way to depreciate 
their value in advance by stating 
bluntly in its White Paper that “ the 
goodwill of the former businesses 
out of which the Road Haulage 
Executive was formed has substantially 
disappeared.” The qualification that 
*‘on the other hand, the units to be 
marketed will be going concerns and 
purchasers can be expected to pay for 
the trading rights and opportunities 
which go with them ” reads curiously. 
Surely these “trading rights and 
opportunities ” are goodwill, so that 
one kind of goodwill has been substi- 
tuted for another—but who cares about 
the kind of goodwill, provided its value 
is there? If the implication is that the 
goodwill of the Road Haulage Execu- 
tive, after the industry is split up into 
units, will be less than that of the 
private concerns previously taken over 
by the Executive, it seems to amount to 
an unnecessary forecast of the result of 
this gigantic sale by tender. 

Though uncalled for, this forecast is 
no doubt broadly correct, if only 
because two other factors will also 
severely deflate any tenders. One is 
that the Opposition has promised to 
** re-nationalise” the ‘“‘ de-national- 
ised” units and, to say the least, to 
be circumspect about the inclusion in 
the compensation figure of any sum 
for goodwill. This will be regarded by 


many as the perfect object lesson of the 


untoward consequences to be expected 
when an industry becomes the subject 
of party politics, and may be an 
ominous indication of difficulties ahead — 
in the iron and steel industry, which 
also is to be de-nationalised by the 
Government. 

The other depressive factor is the 
proposal in the White Paper for a 
levy upon goods vehicles, including © 
those of the Road Haulage Executive 
sold by tender. This is to raise £4 
million initially, but the liability is 
really of unknown amount, for it is 
subsequently to vary periodically, prob- 
ably every three years. The yield from 
the levy will be handed over to the 
Transport Commission, as compensa- 
tion for the transfer of traffic from rail 
to road and for the loss on the sale of 
the assets of the Road Haulage Execu- 
tive when it is broken up. Thus when 
tenderers reduce their tenders to take 
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account of the proposed levy, they will 
automatically increase the amount of 
the levy, which will cause them to 
reduce their tenders still further. We 
are not clear whether the process would 
go on ad infinitum, so that the Executive’s 
vehicles wili sell for scrap value only, 
but it certainly means that the plan 
has more than a hint of ad absurdum 
about it. 

The proposals for the railways are 
not detailed, but seem to amount to 
little more than giving the existing 
regional bodies greater autonomy, and 
introducing some greatly-needed elas- 
ticity into the structure of charges by 
allowing variations, within limits, with- 
out the prior approval of the Transport 
Tribunal. On the central issue of the 
policy which is to govern relationships 
between railways and road carriers the 
White Paper is silent. Admittedly 
“integration” and “ co-ordination ” 
in transport have so far been little more 
than fine-sounding words, but it is not 
sufficient merely to prune the vocabu- 
lary. The White Paper that can 
properly be entitled Transport Policy has 
yet to be written. 


. The Tax Gatherers 
An article in the May issue of the 
Midland Bank Review surveys the annual 
reports for 1950-51 of the Commissioners 
of Inland Revenue and of the Com- 
missioners of Customs and Excise. 
These two Departments collect almost 
the whole of the Government revenue. 
Their reports, issued regularly for 
’ nearly a century, contain a mass of 
material on economic and social condi- 
tions. 

The staff employed in 1950-51 
numbered 14,600 in Customs and 
Excise and 53,000 in the Inland 
' Revenue, while the amounts of tax 
paid into the Exchequer were £1,630 
million and £2,038 million respectively. 
The disparity is attributed to the more 
laborious and intricate work of assess- 
ment carried out by the Inland 
Revenue, which employed 31,000 of 
its staff in the office of the Chief 
Inspector of Taxes in computing tax 


liabilities, while only 6,000 were en- . 


gaged in actual collection. 

A remarkable feature of the present- 
day tax system is the number of 
“involuntary tax collectors” acting 
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for both Departments. Nearly all 
Customs and Excise duties are levied 
on traders but intended to be borne 
ultimately by their customers. The 
purchase tax also imposes a heavy 
burden of clerical and computing work. 
In 1950-51 £303 million of purchase 
tax was collected by 70,000 registered 
traders, and recovered from the ultimate 
buyers of the goods by hundreds of 
thousands of retailers. 

Collection through businesses and 
others takes place on a much vaster 
scale in the sphere of Inland Revenue. 
In 1949-50 (the latest year for which 
figures are available) 872,000 employers 
collected nearly £500 million from 
among their 19} million employees 
under P.A.Y.E.—and were also re- 
quired to collect contributions for 
National Insurance. Similarly, com- 
panies may be regarded as delegate tax 
collectors paying tax on their profits on 
behalf of individual shareholders—but 
this time without the duty of computa- 
tion according to individual circum- 
stances. 


LIFO and “ Bats ”’ 

The recently-published accounts of 
British-American Tobacco include an 
item called ‘“ Fixed Asset and Stock 
Replacement Reserves.” Their separate 
totals are not shown, but a note to the 
accounts states that the transfers repre- 
sent an estimate of the amount which, 
in the opinion of the directors, must be 
retained out of profits towards main- 
taining over the year that part of the 
real capital of the group represented by 
fixed assets and stocks, having regard 
to the inflationary conditions prevailing. 
An explanatory statement with the 
report states that “in assessing the 
amount included in respect of stocks the 
directors have had regard to the 
adjustment that would have been 
required had opening and closing stocks 
been valued on a “ last-in-first-out ” 
basis instead of the average cost basis 
adopted in the balance sheets.” 


At the recent annual meeting the 


chairman commented on the fact that 
LIFO was not recognised by the 
Inland Revenue authorities here, but 
that it had been adopted widely in the 
United States. He remarked that the 
method had the advantage of removing 


.area. This was probably due to high 


from the book value of s: cks, and 
consequently from profits, th~ effect of 
inflation. The company has no 
adopted LIFO in its book». but has 
used it as a yardstick for calc: lating the 
amounts to be put to reserve. A similar 
realism might with advantage haye 
been displayed by other corpanies, 


Management in Scotlaad— 


A Scottish Management Conference 
was held at Gleneagles from April 25 to 
27. Sir Hugh Beaver, Chairman of the 
Council of the British Institute of 
Management, observed in his opening 
address that much time and effort had 
been well spent in studying American 
methods in organisation and training, 
but it was also profitable to compare 
methods used in different regions in 
Great Britain. 

Scotland had probably produced, in 
proportion to size and population, more 
first-class administrators than any other 


standards in education, diversity of 
employment in undertakings of moder- 
ate size, and the harder climate of the 
north. It was noteworthy that Great 
Britain, in spite of having lost her 
position in production of textiles, steel 
and coal, had retained her predomin- 
ance in shipbuilding; and was still 
building 40 per cent. of all the ships 
produced in the world. In this the 
Clyde played an outstanding part. 


—and the Human Factor 
“* The Human Factor in Management” 
was the subject of a paper by Si 
Richard Lloyd Roberts. Sir Richard 
pointed out that the nation’s work was 
carried out with and through people, 
and that these people were in very short 
supply. Over the next. ten years the 
requirements of industry, of commer 
and the professions, and of the 
forces, would. increase substantially, 
while the total working population ws 
likely to remain practically stable. But 
the number of young people w 
falling, and a startling increase w# 
taking place in the proportion of peopl 
aged 65 and over. The national 
no longer permitted arbitrary 4 
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jimits for the engagement or retirement 
of workers. Training was more than 
ever Vital. 

In a free society employees must be . 
regarded not as “hands,” but as 
collaborators. Management must com- 
hat the woe/ul ignorance and misunder- 


sanding which existed among 
employees of all grades by explaining 
the structure of industry, the role of the 
investor, why profit and what happened 
to it, and the responsibilities of directors 
andexecutives. The firm’s policy should 
be made known as fully as possible. He 
himself had found that the British 
workman did not like being driven out 
of a market, especially by a foreigner. 
Information should be passed through 
the junior management and foremen 
—and the status of foremen should be 
raised. 

Sir Richard prophesied that piece- 
work and payment by the hour would 
disappear, to be replaced by competent 
supervision and leadership, co-opera- 
tion and greater security inemployment. 
Trades union officials must be encour- 


aged to exchange their purely defensive - 


attitude for one of constructive co- 
operation with management for maxi- 
mum efficiency. 


Intricacies of Taxes on Profits 
A busy year for the Institute of Taxa- 
tion was reviewed by its President, Mr. 
Stanley A. Spofforth, F.c.A., F.S.A.A., at 
the recent annual meeting. The cul- 
mination came with the new Excess 
Profits Levy, whose introduction took 
26 pages of Finance Bill and 26 pages 
of Schedule. Perhaps, said Mr. Spof- 
forth, it would be unwise to be too 
scathing at that stage about a Bill 
which must surely be altered consider- 
ably in committee. 

A most objectionable _ provision, 
tucked away in the Eighth Schedule, 
was that franked investment income 
was to be included in profits for the 
levy. This offended against a funda- 
mental principle of the British taxation 
system, which hitherto had recognised 

tincon.c paid out of profits subjected 
to a tax ould not again be directly 
assessed on the recipient. In the 
complica’ structure of modern indus- 


try, dividends might be subject to 
E.P.L. several times over before they 
reached the investing public. Simplicity 
could be bought too dearly at the price 
of injustice. 

Mr. Spofforth said he could not 
believe that the Board of Inland 
Revenue wanted this new tax at a time 
when millions of pounds of income tax 
were slipping through the net because 
of shortage of trained staff. The 
politicians should be told that far too 
many and too complicated masses of 
legislation were being used to achieve 
but one object. He enumerated twenty- 
three direct taxes with which he had 
dealt in his professional lifetime. The 
loss in man-hours to the Civil Service, 
the professions and industry in com- 
piling, studying and implementing the 
instructions was incalculable. 


1.C.F.C. 


_Its report and accounts for the year up 


to last March (also discussed in a 
note on page 205) show that the 
Industrial and Commercial Finance Cor- 
poration continues to play its use- 
ful part in the country’s financial 
structure. Last year it invested, after 
repayments and realisations, some 
£3-4 million, bringing the outstanding 
total up to £23-7 million. Its earnings 
rose to 10°06 per cent. of its share 


capital, compared with 7-74 per cent. - 


the previous year. The Corporation’s 
investments are well-spread, both geo- 
graphically and by industries, but it is 
conspicuous that of last year’s total 
£1 million, or nearly one-third, was 
placed in the textile industry. 

The number of applications for 
finance last year was rather fewer than 
in the preceding year—568 against 634. 
But Lord Piercy, the chairman, has 
revealed that their quality was better, 
and this is indicated by the increase in 
the percentage of applications approved 
from 12 per cent. in 1950-51 to 16 per 
cent. in 1951-52. Even so, the Cor- 
poration was forced to be very strict in 
its policy in the conditions of last year. 
Especially it was morally bound to 
follow the new “ directives” of the 
Government to the Capital Issues 
Committee, and this meant the loss of 
business which the Corporation would 
have accepted in easier times. “In 


particular,” says the statement of the 
chairman, “ it has restricted still further 
the limited amount of consideration 
which we were able in recent times to 
give to what are described as death duty 
cases.”’ 

The figures are not given this year, 
but in 1950-51, one-third of applications 
to the Corporation were stated to come 
through accountants and solicitors. 


International Congress on 
Accounting 

Members of the sponsoring bodies 
attending the. International Congress 
are requested to register at the Congress 
office, which will be opened in the 
Royal Festival Hall on Monday, June 9, 
at 10 a.m. and will be open from 10 
a.m. to 6 p.m. daily (including Sunday, 
June 15) until the end of the Congress, 

It is particularly requested that all 
who can do so will avail themselves of 
the opportunity of registering as early 
as possible during the week before the 
Congress opens, 


' Deferment of National Service 
The Ministry of Labour and National 
Service has made important changes in 
the regulations for the deferment of the 
national service of candidates for the 
examinations of various professional 
bodies, including the Society of Incor- 
porated Accountants. The new regu- 
lations, as they apply to candidates for 
the Society’s examinations, are as 
follows: 

Articled Clerks 

(a) An articled clerk who has not passed 
his Intermediate examination on completion 
of four years of his articles will be permitted 
to complete his articles but will immediately 
thereafter be required to undertake his 
national service. 

(6) An articled clerk who has passed his 
Intermediate examination by the time four 
years of his articles have been completed 
will be granted deferment to enable him to 
sit the Final examination on the first and, 
if necessary, the second possible occasion on 
which he is eligible to do so following the 
completion of his articles. ‘ 
Non-Articled Clerks 
- (c) A bye-law candidate who has not 
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passed his Intermediate examination on 
completion of four years’ qualifying service 
will not be granted further deferment. 

(d) A bye-law candidate who has passed 
his Intermediate examination by the time 
four years of his qualifying service are 
completed will be granted deferment to 
enable him to sit the Final examination on 
the first and, if necessary, the second possible 
occasion on which he is eligible to do so 


following the completion of his qualifying 
service. 


The new regulations come into force 
with the declaration of the results of the 
examinations of the Society to be held 
in November, 1952. 


The Institute President Criticises 
E.P.L. 

We comment in our Editorial article on 
page 190 upon the main subject covered 
by Mr. C. W. Boyce, c.B.£., F.c.A., the 
President of the Institute of Chartered 
Accountants in England and Wales, at 
the recent annual general meeting—the 
question of accounting techniques in 
inflationary conditions. Another general 
topic which he discussed was the Excess 
Profits Levy. He thought that, taking 
account of the anomalies which were 
apparent, it was doubtful whether 
the levy would achieve its object of 
absorbing excess profits obtained 
through rearmament. It would, how- 
ever, damage many concerns not 
remotely connected with the rearma- 
ment programme. It would put a 
premium on extravagance and act as a 
deterrent to initiative and enterprise. 
It was to be hoped that amendments 
would mitigate the hardships of the 
levy without increasing too greatly its 
many complexities. Mr. Boyce went on 
to erect full convertibility of sterling as 
the aim, and to point to greater 
efficiency in management, harder work 
and Government economies as_ the 
main methods of reaching it. It was, 
he said, their duty as accountants to 
support any official measures which 
had as the main object the restoration 
of the currency. 


Measuring Replacement Costs 
In his presidential address at the annual 
general meeting of the Association of 
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Certified and Corporate Accountants, 
to which we also refer in our editorial 
article on page 190, Lord Latham 
strongly advocated a movement away 
from “ historical costs accounting.” He 
believed that the practical difficulties in 
measuring the replacement costs of 
fixed assets were responsible for much 
of the reluctance, which still existed, to 
change the traditional accounting pro- 
cedures to allow for rises over historical 
costs, in the prices of fixed assets and 
stocks used in the accounting period. 
But he was convinced that the problem 
of measurement could be overcome. 
The indices of replacement prices of 
fixed assets, compiled by the Associa- 
tion in conjunction with The Economist 
(see AccounTANCY for February 1952, 
page 52) were being more widely used 
than they had ever expected. He 
thought this innovation showed that 
the professional accounting bodies, in 
conjunction with representatives of 
industry and commerce—and, later, 
the Inland Revenue—could work out 
the details of a general price index 
which would serve to measure addi- 
tional depreciation on the basis of 
replacement costs. A change in account- 
ing methods would involve no problem 
of measurement, so far as stocks were 
concerned, for the price movement was - 
continuous and could be ascertained 
with relative precision. The Associa- 
tion, added Lord Latham, was about 
to publish an objective study of the 
whole problem of accounting in infla- 
tionary conditions. 


Controlled Rents and House 
Repairs 
Much residential property is falling into 
serious disrepair because the controlled 
rents are too small to allow landlords 
to spend sufficient on maintenance. 
The Chartered Auctioneers’ and Estate 
Agents’ Institute has therefore issued a 
memorandum calling for an immediate 
increase of controlled rents to cover the 
increased cost of repairs and main- 
tenance. “ Repairs constitute the main 
problem,” the memorandum states. 
Though it admits that there are other 
expenses to be taken into account, such 
as insurance, the Institute confines its 
short-term proposals to an increase in 


_ in repair costs since 1939. ‘I jnis accords 


controlled rents by an amo:.::t equal ty 
such percentage of the statuiary dedy. 
tions for rating as represents ‘/1e increas 


in principle with similar proposals fy 
amending rent restrictions }).1t forwarj 
by the Royal Institution 0! Charter 
Surveyors a few months ago. 

However, the Institute’s long-term 
suggestions go further. It regards this 
percentage increase to cover 
—an increase estimated at 200 per cent 
above the 1939 level—as a temporary 
expedient. For the future, it envisage 
a fair and workable system based upon 
the linking of controlled renis with the 
gross values of dwelling houses {fo 
rating purposes. It will be recalled that 
new valuation lists for dwelling house 
are eventually to come into force under 
the Local Government Act, 1948, and 
when these lists are completed the 
Institute favours superseding the system 
of a percentage increase by a long-term 
system of rent control. 

This plan means that the controlled 
rent would be determined by a proper 
assessment of the worth of the dwelling 
house, instead of depending on a 
hypothetical calculation. Such a scheme 
would give added importance to the 
valuation lists now in preparation (in 
respect of which legislation is shortly to 
be introduced postponing the date for 
completion until April, 1956). 


Withdrawal of Concessions to 
Ex-Forces Candidates 


We have to announce that the Council 
of the Society of Incorporated Accour- 
tants has decided to withdraw, as from 
July 1, 1952, the concessions which 
have been granted to examination 
candidates who served in H.M. Forces 
during the 1939-45 war, and also the 
subsequent concessions granted t 
national servicemen. 


The Society’s Examination Results 
The Council of the Society of Incor 
porated Accountants announces that 


the results of the examinations held ia 
May 1952 will be declared on July 16 
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No Mirrors,£No Deception 


«] have here, gentlemen, a set of 
company accounts. Now please watch 
mecarefully to make sure I am not trick- 
ing you. 'hey are, you will observe, 
marked ‘ lor Information Only.’ I can 
assure you that these are not a specimen 
st, but were really sent out to share- 
holders with this heading. I can assure 
you, too, that they comply with the 
Companies Act of 1948. Now watch 
dosely while I turn the pages, and tell 
me what you observe. . . . Yes, sir, 
you see something? . . . No directors’ 
report! Correct, sir. ... And you, 
ir? . . . You can’t see a notice con- 
vning the annual meeting? ... 
Neither can I! 

“Now will any gentleman in this 
distinguished audience care to explain 
tome how it is that there is no directors’ 
report? Does not Section 157 of the 
Companies Act lay down that there 
shall be attached to every balance sheet 
lid before a company in general 
meeting a report by the directors with 
respect to the state of the company’s 
affairs, the amount, if any, which they 
recommend should be paid as dividend 
—the company is paying a dividend— 
and the amount, if any, which they 
propose to carry to reserve? And does 
not Section 131 stipulate that every 
company shall in each year hold a 
general meeting as its annual general 
meeting in addition to any other 
meetings? Again I remind you that 
these accounts comply with the Com- 
panies Act. I wave my magic wand, 
aud—hey presto!—here is a notice, 
sent out before the report, convening a 
meeting at which the shareholders are 
asked to approve the company’s liquida- 
tion. You may try this trick on your 
colleagues at the office. I thank you.” 


The Industrial Accountant 


The place of the accountant in industry 
was discussed from three different 
standpoints by speakers at the twenty- 
third National Cost Conference of the 
Institute of Cost and Works Accoun- 
lants last month. In his valedictory 
address, the President of the Institute, 
Mr. A. W. Muse, F.G.W.A., F.A.C.C.A., 
poke of the general responsibilities of 
the accountant in industry, classifying 
them mostly under three headings. 
Firstly, by studying past achievements, 


‘ modified by present conditions and 


future possibilities, he must be aware 
how his company was proposing to 
develop in the long run. Secondly, he 
must understand the managerial 
assumptions which underlay the pro- 
posed development. Thirdly, he must 
satisfy himself that his figures could 
prove the policies upon which the 
company operated to be consistent with 
those assumptions. 

Mr. A. D. Mackay, B.coM., C.A., 
A.C.W.A., presented a paper on the ways 
of reducing industrial costs and the 
part the accountant should play in 
reducing them. He should ensure that 
instead of arbitrary cuts, exacted as 
panic measures, there should be con- 
tinuous and planned economies. The 
“critical areas of cost reduction” 
included “ procedures,” which prob- 
ably employed some 10 million of the 
23 million workers in Britain and which 
were usually developed without plan or 
control; the variety of products, which 
was usually excessive; product design, 
the stage at which cost reduction should 
be made effective; materials control; 
direct labour, which demanded de- 
tailed study; and indirect labour, 
which was frequently overlooked, 
though it could amount to 50 per 
cent. of the total pay-roll. 

The training of the management 
accountant was the subject of a paper 
by Mr. H. Wilmot, c.B.£., F.c.w.A. 
Besides educational and technical quali- 
fications, the management accountant 
should have a working knowledge of 
the products of his industry and of its 
productive processes. Practical experi- 
ence in the factory was important, Mr. 
Wilmot thought. Training did not end 


with the closing of the last text-book 


after passing the last examination. 
There should be a regular study of 
trade journals, Government and re- 
search publications, and accounting, 
financial and economic journals. 


New President of the Institute of 
Cost and Works Accountants 


At the thirty-third annual general 
meeting of the Institute of Cost and 
Works Accountants, held at Buxton 
last month, Mr. S. C. Tyrrell, F.c.w.a., 
was elected President for the ensuing 
year. Mr. Tyrrell is chief accountant 
of the Newton Chambers group of com- 


panies and a local director of the parent 
company. During the last war he was 
Controller of Ordnance Factory 
Accounts at the Ministry of Supply. 
Mr. F. W. H. Saunders, F.c.w.a., of 
Peak, Frean and Co., Ltd., was elected 
President-Designate. 


Shorter Notes 


Scarcity of Accountants 
The report for 1951 of the Colonial Develo - 
ment Corporation says that it is hard to find 
accountants for work overseas. 


Building Societies—Postwar Credits 
The Building Societies Association wishes to 
discuss with the Government the question 
of postwar credits of income tax, it was 
announced by Mr. William W. Wetherill, 
the chairman, at the recent annual meeting. 
Under present arrangements it would seem, 
he said, as though societies are never likely 
to receive any payments. “ Individuals 
qualify for payment on an age basis, and 
if the same basis applied to building 
societies, then most of us would have 
received our postwar credits long ago.” 


Japanese Property in Britain 
Under a recent Order in Council, anybody 
who holds, controls or manages Japanese 
property, or owes a debt which is Japanese 
property, must give particulars of it to the 
Administrator of Japanese Property, who is 
to be appointed shortly. The information 
must be supplied within three months from 


. the coming into operation of the Order. A 


similar obligation is imposed upon any 
company, municipal authority or other 
body, when the Japanese property consists 
of shares, stocks or other securities issued 
by it, or any right or interest in it. The 
Administrator may require the production 
of books, documents or information. Deal- 
ing in all such Japanese property is pro- 
hibited except with the consent of the 
Administrator. 

The Order is the Japanese Treaty of 
Peace Order (Statutory Instrument No. 862 
of 1952. Price 6d., Her Majesty’s Stationery 
Office). 


Uniform C.P.A. Examinations 
The first professional examination to be 
uniform throughout the United States is that 
of the Certified Public Accountants. Penn- 
sylvania, the last State to adopt the uniform 
C.P.A. examination prepared by the 
American Institute of Accountants, is now 


to use it for the first time. The final 
decision on passes and failures still rests 
with the State Boards. 
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ACCOUNTANCY 


' FORMERLY THE INCORPORATED ACCOUNTANTS’ JOURNAL ESTABLISHED 1889 


The Annual Subscription to Accountancy is £1 15., which includes postage to 

all parts of the world. The price of a single copy is 25., postage extra. All 

communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W.C.2. 


The Continuity of Business 


ANY ACCOUNTANT WHO IS CONCERNED could be resolved by ways and means 
with the really critical developments in which had already been carefully 
his techinque—and what accountant thought out. The committee appointed 
is not?—will agree that Mr. C. Percy _ by the Society last year to review this 
Barrowcliff was right in making the issue and to produce workable recom- 
question of replacement cost accounting mendations, if possible in consultation 
a main theme of his Presidential with representatives of other interests, 
address to the Society of Incorporated had made considerable progress. 
Accountants (reported on pages 191-4 Mr. Barrowcliff particularly wel- 
of this issue of AccounTANCy). And any comed the announcement by Mr. C. W. 
accountant who is concerned with the Boyce, the President of the Institute of 
really significant problems of industry Chartered Accountants in England and 
—and what accountant can fail to Wales, that the Institute proposes to 
be?—will agree that the second theme, consult other professional bodies on this 
the overwhelming burden of taxation, subject in a few weeks’ time. In his 
was aptly chosen. Mr. Barrowcliff Presidential address at the recent 
introduced these two recognised themes annual general meeting of the Institute, 
in a challenging and forceful way. Mr. Boyce said that it could not be 
Accountants, he said, act in many ways emphasised too strongly that the sig- 
as though the businesses they serve have _ nificance of accounts prepared on the 
only very limited lives. “‘We do not historical cost basis was subject to 
consistently regard business as a con- limitations. He went on to point to 
tinuing enterprise or approach it as an drawbacks which he saw in a departure 
entity to be preserved.” But once from historical cost accounting, but con- 
continuity is taken as the salient cluded that further study of the problem 
objective of a business, the accountant was called for. The International 
is compelled both to re-examine critic- Congress on Accounting, to be held 
ally the postulate that the usage of this month, would give the opportunity, 
fixed assets and stocks is calculable on he said, of hearing the results of 
historical costs, and to consider whether experience and research in other coun- 
taxation at the existing level is not tries. A joint inquiry with other pro- 
making the objective of continuity fessional bodies would, he implied, be 
unattainable for all but the exceptional the more profitable after the inter- 
business. , national lessons had been learned. It is 
Mr. Barrowcliff admitted that there indeed apposite that the subject Fluctu- 
are difficulties in applying the principles ating Price Levels in Relation to Accounts is 
of what we have here called replacement to be discussed at the Congress—the 
cost accounting. He was surely right, leading paper on the subject is to be 
however, in arguing that the untoward presented by Mr. Barrowcliff—and it 
effects of accounting by historical costs _ will be instructive to collate the opinions 
are much more serious than the of accountants from other countries, 
difficulties to be overcome in departing many of which have suffered a far 
from it. In a suggestive passage, the greater depreciation of the currency 
President said that he thought the than Britain. However, we hope we 
practical difficulties of a change in shall not be misunderstood if we add 
accounting technique and procedures that this country has in the past been 
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in the van of developments i: accouyny. 
ing theory and practice—~ position 
which surely makes it incur -ent upo 
us to try to give a lead on iis Major 
issue, and not to be too rigid! y circum. 
scribed by what is being ‘one ang 
thought elsewhere. 

It is gratifying to know from th 
address which he gave to the Associa. 
tion of Certified and Corporate Accoup. 
tants at its annual general meeting held 
recently, that its President, Lon 
Latham, is also a firm adherent to the 
view that accounting practices, which 
cannot “remain inflexible and static, 
independent of time and circumstance” 
should be adapted to allow for replace. 
ment cost accounting. There is, further. 
more, evidence that the Institute of 
Chartered Accountants of Scotland is 
sympathetic, at the very least, to a 
change in traditional accounting pro- 
cedures. 

In his criticisms of the crushing load 
of taxation, Mr. Barrowcliff attacked 
mainly the death duties, as they weigh 
upon private businesses. His very 
telling remarks were indeed apposite to 
the motif that a main objective of 
business must be to ensure its continuity, 
for “with the other forms of severe 
taxation which they have to bear, 
many medium-sized family businesses 
will be gradually eliminated by the 
excessive death duty claims.” An 
estate of £100,000 will shrink to one of 
barely £19,000 after five deaths. The 
operation of Section 55 of the Finance 
Act of 1940 means that the family 
business is frequently valued, for pur- 
poses of death duties, not on what the 
market would deem it worth but on the 
intrinsic value of the assets. The break- 
up value of a concern is a purely arti 
ficial notion, for it cannot have any 
practical meaning if the concern is to 
continue in being. The duties, said the 
President, bring in only about 4 pe 
cent. of the total revenue of 
Exchequer and the harm they do is out 
of all proportion to their yield. The 
appeal which he made for relief from 
the invidious methods of valuing private 
businesses would cost only a fraction of 
this 4 per cent. His further call fora 
reduction of the very high rates d 
charge would also mean but a modes 
sacrifice of revenue. The contribution 
which these reforms would make 
the preservation of business enterpris 
would be very cheaply boug!it. 
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The President’s Speech 


THE CONTINUITY OF BUSINESS 


Athe annual general meeting of the Society of Incorporated Accountants, held at Incorporated Accountants’ Hall on May 21, the following 
eech was delivered by the President, Mr. C. Percy Barrowcliff, F.S.A.A- The proceedings at the meeting are reported on page 211 


of this issue. 


—__ 


[rs NOT FITTING THAT TODAY’S PROCEEDINGS SHOULD BEGIN 
without reference to the sudden and tragic death of His 
Majesty King George VI on February 6. The King was 
greatly loved and respected; his high sense of duty, his 
steadfast courage, his manly virtues and the simple dignity 
of his life will ever remain a source of inspiration. 

Our heartfelt sympathy went out to Her Majesty The 
Queen, to Queen Elizabeth the Queen Mother, to Queen 
Mary and to the other members of the Royal Family. With 
humble duty we extend our devoted loyalty to Her Majesty 
The Queen, who we pray may long be spared to reign in 
peace, happiness and prosperity. 


Report and Accounts 
The Report of the Council for 1951 reflects another year of 
considerable activity. I do not propose.to traverse all the 
ground covered in the Report, but will confine my remarks 
to certain supplementary observations. 


Incorporated Accountants’ Hall 
We all rejoice that this, the sixty-seventh annual meeting of 
the Society, is being held in our own Hall. Members will 
share my relief and joy that henceforth we can hope to 
conduct all the proceedings of the Society at the Hall of 
which we are so justifiably proud. 


Council © 

Three valued colleagues have resigned from membership of 
the Council during the past Mr. R. M. Branson, 
Mr. Walter Holman and Mr. T. Harold Platts. We are 
deeply grateful. to them for their outstanding services to 
the Society. ~ 

The conferment of Honorary Membership of the Society 
upon Mr. Holman gave great pleasure to his many friends 
in the profession. It is a high honour, but one which he so 
richly deserved. 


Sixth International Congress on Accounting 
The Sixt International Congress on Accounting is to be 


c 


held in London next month and the Council looks forward 
with keen pleasure to reciprocating hospitality and renewing 
friendships with members of the profession from many 
countries. 

In September last the Congress Council honoured the 
Society by inviting the Council to nominate an Incorporated 
Accountant for election as Vice-President of the Congress. 
I am deeply sensitive of the trust imposed in me by my 
colleagues on the Council and on the Congress Council in 
appointing me to this office. 


Regulation of the Profession 
I am able to report that a communication signed by the 
Presidents of the bodies represented on the Co-ordinating 
Committee is being sent to the President of the Board of 
Trade, suggesting that Section 161 of the Companies Act, 
1948, should be amended to provide: 


(1) that exempt private companies should be required to have 
their accounts audited by a member of a body of accoun- 
tants recognised under the Act; 

that the accountancy bodies recognised under the Act 

should be formally specified in the Act itself; furthermore, 

that additions to and deletions from the list of accountancy ~ 
bodies should not be made except by a regulation requiring 
affirmative resolution by both Houses of Parliament; 

(3) that there should be saving clauses to protect all persons in 
practice on an appointed day and that similarly the rights 
of those who have obtained equivalent qualifications outside 
the United Kingdom should be safeguarded. 


(2) 


Directors’ Emoluments 
Copies of the recommendation of the Council to members 
of the Society have been circulated with the Report. Both 
sides of the question are succinctly expressed in the following 
extract taken from a commentary published on the Council’s 
recommendation in The Times of April 3, 1952: 


No doubt many directors will continue to feel that Section 198 
requires far more detail of these “ other emoluments” than 
necessary. But, so long as this is the law, there are obvious 
practical advantages in standardising the way in which the 
information is made available. Auditors, it may well be 
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imagined, have found their role of statutory inquisitors under 

this Section particularly distasteful. 

That exactly expresses my own point of view on this 
question. 


Treasury Scale of Fees 
In conjunction with the other accountancy bodies an 
approach is being made to the Treasury for a revision of the 
scale of fees payable to practising accountants who perform 
services for Government Departments. The existing scale 
came into operation in January, 1947. 


Educational Developments 

The Society has a vital interest in the working of the 
examination for the General Certificate of Education, and 
the impact of this examination on the Society’s regulations 
is constantly under review. The recent announcement of the 
Minister of Education in the House of Commons that heads 
of schools would have discretion to enter pupils for the 
examination at an age earlier than 16 under certain condi- 
tions will be generally welcomed. 

Hitherto the Preliminary Examination has been a 
necessary part of the Society’s examination system, since 
young persons not in attendance at school were not eligible 
to take the School Certificate Examination. The Council 
understands that the General Certificate Examinations, 
which have replaced the old School and Higher Schools 
Certificate Examinations, are available alike to those who 
are at school and to those who are not. This naturally 
strengthens the case of those who advocate the abolition of 
the Society’s Preliminary Examination, and the suggestion 
is receiving the careful consideration of the Council. 


Business as a Continuing Enterprise 

A much better understanding of the full implications of the 
business structure appears to be necessary today. In so 
many ways we act as if we were dealing with something of 
strictly limited duration—something which is purely a short- 
term affair. We do not consistently regard business as a 
continuing enterprise or approach it as an entity to be 
preserved. 

I would quote but two instances of this limited view. 
First, the accounting approach to the implications of 
changing money value is still influenced by the old 
convention of original costs. Such a basis regards only the 
past and does not concern itself with future survival. 

The other instance I would refer to as illustrating this 
limited view of business is our present fiscal policy. Regard- 
less of future requirements for maintenance, stabilisation 
and consolidation, taxation is imposed on the very funds so 
urgently required for future survival. 

I submit that we need to reconsider seriously our attitude 


to the business structure. Its continuance is vital to the — 


nation’s economy—and I am sure very few people will 
disagree with that submission. Then why not treat it as such 
in matters which really affect its continuance? Of course 
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there are special cases where an enterprise is sta: ‘+d with, 
strictly limited objective, but this does not apply «> the vag 
majority of business undertakings. Experience over th 
years has shown quite clearly that businesses we: : founded 
with the underlying idea of being continuing ente: >rises ang 
most have succeeded in that objective. Even coinplete o 
partial changes in proprietorship have failed to cd sturb this 
inherent principle of business ¢ontinuity. I think we should 
all agree that the successful business structure buili up in this 
country has operated on the principle of continuity and tha 
its success is in no small measure due to that factor. | suggest 
that there is much here to challenge our thougitts and | 
hope to cause a revision of our attitude to business enter. 
rise. 

. Some will no doubt question the validity of my desire for 
a change in the principles of accounting measurement op 
the grounds that business has in fact continued, and cop. 
tinued most successfully, up till now. My answer is that two 
factors have emerged in recent years which have altered the 
whole picture. First, the somewhat rapid and apparently 
semi-permanent change in money value. The old basis of 
using original costs made little difference when prices were 
stable and renewal costs were practically the same a 
original costs.. Secondly, the crushing weight of taxation, 
which has withdrawn from business funds previously 
ploughed back to ensure continuity. 

These factors, I submit, have changed the whole position 
and it is vitally necessary for us all to see where we stand. 
Maintenance of business as a continuing enterprise must, 
I suggest, be looked upon as an operating cost. Let me deal 
in a little more detail with these two factors. 


Fluctuating Price Level 

Even as far back as 1944 this matter had been under review 
by members of the Research Committee of the Society. 
Last year, following the work of the Research Committee, 
the Council took action by appointing a committee to review 
the whole question and, if possible, to evolve, in consultation 
with the leading representatives of outside interests, some 
workable recommendations. I welcome, therefore, the 
announcement by the President of the Institute of Chartered 
Accountants in England and Wales that the Institute 
proposes to consult other professional bodies on this subject 
immediately after the International Congress on Accounting 
in June. The considerable progress already made by ow 
committee will, I am sure, enable us to make a valuable 
contribution to the joint discussions. 

At District Society dinners during the winter I have 
stated my own views on this problem, views which I know 
are shared by several of my colleagues on the Council. In 
measuring the real profits of an undertaking, depreciation 
of fixed assets should be charged on the basis of the current 
cost, and similarly stocks should be considered in the same 
light because the fund so invested is virtually a fixed asset 
Unless this is done in a period of rising prices, part of the 
capital of the undertaking is being included as profit. Its 
difficult to understand how such a profit, including, 4 " 
does, part of the capital resources of the business, can be 
represented as a “true and fair view” of the operating 
profit. . 
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Much is :uade of the difficulties in applying the foregoing 

inciples and I am not going to deny there are difficulties. 
But what 1 would say is that we should address ourselves to 
a consideration of the serious effects of our existing conven- 
tions. I suggest these effects are much more serious than 
the difficulties to be overcome. Moreover, practical ways 
and means have been carefully thought out, which I feel 
should satisfactorily resolve these difficulties. If we could 
oily get firmly into our minds that we are dealing with a 
continuing enterprise, then the changed money value could 
not be ignored in dealing with real assets because of the 
necessity for their preservation. 


Taxation 

Now we come to the second factor. There can hardly be 
two opinions on the question of the harm being done to the 
country’s long-term interests by the present crushing weight 
of taxation. If we are satisfied that the business structure 
is vital to the country and that it must be looked upon as 
continuing; then I hope we shall press home to those in 
authority the requirement that the incidence of taxation 
should have regard to that fact. Otherwise continuity of 
business enterprise may not only be prejudiced—which is 
the position today—but may even be made impossible. 

In passing may I answer the obvious retort that with our 
present national commitments it is impossible to reduce 
taxation? I do not subscribe to the view that our annual 
expenditure cannot be reduced. I suggest that the adminis- 
tration has become top-heavy and is much too costly—more 
costly than the country can afford. Efficiency can be 
achieved without extravagance in organisation and 
personnel. In fact, it would probably be much more easily 
achieved with a restricted organisation. There is need for a 
ruthless and independent inquiry to get greater economy 
and efficiency in the various ramifications of national 
administration. 

(a) Income Tax and Sur-tax at existing rates are destroying 
initiative and are taking away the vital element of incentive. 
I should like to see the time lag in sur-tax assessments 
removed as this causes much hardship and difficulty. 

(b) Profits Tax is unfair in its incidence and in my view is 
unsound in principle. It needs radical amendment to 
remove the penalty on dividend distribution, which after all 
is only a return for the use of capital. 

(c) Excess Profits Levy: The Council of the Society advised 
against the ¢xcess profits levy both on the ground of 
principle and because of the negligible amount of tax likely 
to be collected. After reading the provisions of the measure 
we must all be impressed by the needless complications 
which must surely arise in its administration. It gives 
every appearance of being another unfortunate harassment 
to business enterprise. 

‘ (d) Estc’e Duty: 1 join with many others in deploring the 
crushing weight of death duties. Those of us in practice 
know full well the deep concern felt generally about the 

ips occasioned by them. It is time the country awoke 
to the fo: that it cannot go on indefinitely using up its 
capital ‘5° current expenditure, because it is not incon- 
celvable «1t a point might be reached where savings did 


not justify these utilisations of capital. Moreover, the spirit 

of thrift—the will to save—which contributed so much to 

the country’s financial strength in the’ past, is rapidly 
disappearing—disappearing because it cannot function. If 

we completely lose this spirit of thrift—as we certainly 

appear to be doing—what will be the result? I suggest there 

is only one answer—a diminishing standard of living. 

The strange thing is that the amount collected from death 
duties is out of all proportion to the harm which is done. 
The estimated revenue in 1952-53 from death duties is 
£175,000,000 out of a total anticipated revenue of over 
£4,500,000,000; that is, about 4 per cent. 

I want to emphasise particularly the unfair incidence of 
death duties upon many private businesses. It is true to say 
that, with the other forms of severe taxation which they 
have to bear, many medium-sized family businesses will be 
gradually eliminated by the excessive death duty claims. 
These businesses in the past have played a very great part 
in Britain’s success. They developed individuality, initiative, 
enterprise and skill of outstanding quality and their 
elimination would be a grievous blow to British industry. 
I would claim that such family businesses are a vital part 
of the country’s economy and should be preserved as a 
national asset. 

Do we realise the serious growth in the death duties? 
First introduced in 1894, the maximum rate was 8 per cent. 
Today the maximum rate is 80 per cent. I agree that only 
affects estates of £1,000,000 and over, but even an estate of 
£70,000 would pay 40 per cent. 

We have also to bear in mind the vast difference in the 
rate of income tax, then 8d. in the £ and now gs. 6d. in the 
£, with no sur-tax in 1894 and a sur-tax rate now graded 
up to ros. in the £. A startling change in a period of less 
than 60 years, which shows the impossibility of providing 
funds out of income to meet death duties. 

I am indebted to a memorandum sent by the Association 
of British Chambers of Commerce to the Chancellor of the 
Exchequer in February of this year for pointing out that 
an estate of £100,000 at today’s rates of death duties would 
dwindle down to £19,272 after five deaths. On the other 
hand, an estate of £50,000 at today’s rates would be 
reduced to £16,718 after five deaths. This means that in 
that period the £100,000 estate has been reduced to a 
figure only £2,554 more than an estate of half the size. In 
other words, the second half of the £100,000, i.e., £50,000, 
has attracted a duty of £47,446. There can hardly be two 
opinions upon the unfairness of such a burden. 

On top of all this we find that special difficulties confront 
the family business—difficulties created by Parliament in an 
endeavour to prevent undue avoidance of death duties. In 
many cases these provisions are working harshly and very 
much against the best interests of the country. Where a 
company comes within Section 55 of the Finance Act, 1940, 
its shares and debentures fall to be valued in accordance 
with the net intrinsic value of the assets. The possible 
market value of the shares has no bearing on the value, 
which is surely rather an absurd state of affairs. If the 
physical valuation of the assets shows a higher figure than 
a going concern valuation, then the former is adopted, 
which can mean and has in fact meant the absolute sale of 
the assets and the break-up of the business to realise the 
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necessary funds to pay the death duties. If business is a 
continuing enterprise it is essential in the nation’s interest 
that it should be so treated for death duties on a going 
concern basis. 

Here are a few instances of shares valued on an investment 
and going concern basis and the related balance sheet 


figures: 


Net Market 

Unit _— Assets Quotation 
John Crossley & Sons, Ltd. ... £1 738. gd. 41s. rod. 
W. J. Brooks & Sons, Ltd. ... 5s. 19s. 7d. 13s. 1d. 
Thomas Blackburn & Sons, Ltd. 53s. 138. 3d. 7s. 10d. 
Clan Lines Steamers, Ltd. ... £1 364s. 120s. 
Albert E. Reed & Co., Ltd. ... £1 124s. 6d. 48s. gd 
Millars Timber & Trading Co., 

| a es —— * 17s. 7S. 


There can, as will be seen in these cases, be a, sharp 
difference between the market value and the break-up 
value. But in cases affected by Section 55 the break-up value 
it has got to be, regardless of the fate of the business and, of 
course, quite regardless of the fact that such a value is purely 
artificial as it could not apply to a continuing business. 

I should like to say a word about the statistical investiga- 
tion undertaken by the Board of Inland Revenue on estate 
duty and family businesses; their report was presented by 
the Chancellor of the Exchequer to Parliament in July, 
1951. That report generally submitted that no real harm 
was being done to private businesses by the payment of 
death duties. I join issue with that conclusion. The inquiry 
proceeded mainly by examining how far business assets were 
required to pay death duties which could not be paid out of 
the private estate. 

The first submission I make is that many business men 
made sacrifices to try and provide for the death duties by 
insurance and other means in order to avoid disintegration 
of the business. Therefore the arbitrary division between 
trade assets and private estate adopted by the Board of 
Inland Revenue is misleading and really does not give the 
true picture. Secondly, I submit that there are many cases 
where it is absolutely essential to have a private etsate apart 
from the business to provide for dependants, and therefore 
it is not a proper view to assume that the private estate is 
free to discharge all the death duties. I would also point 
out the following statement of the Board in their concluding 
paragraph: “... 
the company itself; or in the case of an individual business 
or partnership the business may have sufficient liquid 
resources out of which the duty could be paid.” I suggest 
that these statements show a complete lack of appreciation 
of the need for business preservation. Apparently it matters 
little what the capital requirements of the business may be to 
ensure its continuity. 

But over and above all this I submit that whatever merit 
the Board of Inland Revenue may have felt in their case 
and in the figures which they produce to substantiate it, the 
whole case has been wrecked on the increased price level 
since 1948, to which year their figures relate. It is probably 


true that the balance sheets concerned were in many cases — 


based on the 1947 level of prices. The wholesale price level 
in 1947 was 256 (Statist/Sauerbeck index converted to 
1938 =100), whereas in March, 1952, it was 427, an increase 


194 


it may be possible to raise a loan from | 


of 67 per cent. on 1947. Hence capital require:.ients fo 
stocks and other assets have increased consider: ly sing 
1947. The Institute of Bankers showed by their recen: 
inquiry how the liquid resources of business un: rtaki 
have been unable to cope with these substantia! increase, 
and resort has been had to bank overdrafts to meet the 
position. The position is vastly different from 1947-48, and 
therefore, I submit, on that ground alone the report of the 
Board of Inland Revenue cannot be applied to the cond. 
tions of today. 

I ask for a reconsideration of the implications of death 
duties with particular reference to: 


(a) the unduly high rates for all ranges of estates, which are 
harmful to the country and create considerable hardship, 
and which, moreover, are indefensible and _ inconsistent 
with current taxation; 

(6) the invidious treatment of estates involving private 
businesses affected by Section 55 of the Finance Act, 1940, 
The principle of business continuity should be recognised 
and valuations based on that principle. 


Conclusion 


I extend my warm thanks to the Vice-President, Mr. 
Bertram Nelson, and to my other colleagues on the Council 
for the generous support they have given me during the past 
year. I desire to pay a special tribute to the immediate 
Past President, Mr. Stuart Allen, who has indeed been a 
true guide, philosopher and friend: No words of mine can 
adequately express the debt I owe to him; I have never 
called in vain for his advice and help. 

Finally, I acknowledge with gratitude the loyal and 
zealous work of all members of the staff. 


NEW CHAIRMAN OF THE ROYAL COMMISSION 


Lord Radcliffe has been appointed chairman of the Royal 
Commission on the Taxation of Profits and Income. Afier 
serving as Diréctor-General of the Ministry of Information 
during the war years, he was vice-chairman of the General 
Council of the Bar from 1946 to 1949. 

The Royal. Commission was appointed in December 
1950. Its public sittings—which are held in Incorporated 
Accountants’ Hall—were suspended after the resignation of 
the previous chairman, Lord Cohen, last November, but 
were resumed on May 30. 

Lord Cohen’s resignation was stated at the time to be 
regarded by the Lord Chancellor as necessary because the 
Chairmanship of the Royal Commission was too heavy 
be combined with the work of an Appeal Judge. We hop? 
it will not be regarded as in any way discourteous to 
Cohen’s distinguished successor if we point out that he 
also is a Lord of Appeal in Ordinary! 
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Points in Practice 


“* 


* 


a 


STOCK VERIFICATION—II 


IN THE FIRST ARTICLE (ACCOUNTANCY, 
May, pages 157-8) it was suggested 
that the auditor had certain duties in 
the verification of stock—duties which 
had been increased by the Companies 
Act of 1948 and by the complexities of 
modern commerce. 

What are the steps which might be 
taken to verify stock at a given date? 
Certainly there is no one programme to 
meet the demands of every situation. 
Each business must be considered on its 
own merits and in relation to the 
ystem by which it records its stock, 
costs it and checks it (in physical terms). 
But certain general features of a 
desirable procedure for verification can 
be outlined. 

A main purpose of verification is to 
substantiate the existence of an item 
which has been recorded by an 
originating entry at an earlier date, and 
aso to investigate the value ascribed to 
i. A procedure of stock verification 
can, therefore, be considered under the 
two headings: (1) Existence of the 
stock and (2) Value of the stock. 

Existence of the Stock 
An auditor cannot be expected to 
verify the existence of stock by actual 
physical inspection, and it is not his 
duty to do so. However, assuming that 
reasonable records are maintained, 
tests can be made as follows: 

(a) Check goods inwards with stores 

(6) Check issue requisition notes 
with stores cards; 

(c) Examine when and how fre- 
quently physical checks have been made 
with balances shown on stores cards. 
—and investigate any differences; 

(¢) Check balances on store cards 
with stock sheets; 

() Check at the end of the period 
that goods, for which invoices have been 
charged through the financial books, 
have been received into stock. An 
‘xamination of invoices against delivery 
hotes wi!' assist in this check; 

(f) Check at the end of the period 


’ that goods sold and invoiced out have 


been excluded from stock; 

(g) Obtain certificates from agents 
and for goods at bonded warehouses 
and check for inclusion in stock sheets; 

(hk) Make arithmetical check of costs 
and extensions; 

(t) Compare percentage of gross 
profit to turnover with that of previous 
periods and investigate any fluctuations. 
(This is also important in the verifica- 
tion of value) ; 

(j) Enquire whether there is con- 
tinuous stock-taking throughout the 
year and ascertain how often the entire 
range is covered; 

(k) Check that stock on consignment 
outwards is brought into stock at cost, 
and that goods on consignment inward 
are excluded; 

(lt) Check that stock in transit is 
included. 

In some circumstances this pro forma 
programme could not be followed in the 
entirety, but selective tests could be 
made under certain of the headings; 
the same remark applies to the following 
programme for the verification of value. 


Value of the Stock 
The most important single factor is that 
the basis of valuation should be consistent. 
If there is any variation in the basis, a 
comparison of results is useless. A 
short programme might be: 

(a) Test prices of raw materials with 
invoices or market prices. This pro- 
cedure is made much simpler if price 
cards are maintained in conjunction 
with stores cards. Otherwise, a com- 
parison which is laborious and difficult 


will frequently be necessary between 


invaices and stock sheets; 

(6) Check that values are at cost, or 
at market price, if lower; 

(c) Check that adjustments have 
been made to cover obsolescence of 
stock; . 

(d) Compare the current year’s stock 
sheets with those of previous years and 
investigate any wide fluctuations .in 
prices; 

(e) Check that there is no change in 


the basis of calculation, and investigate 
any reserves or provisions against stocks; 


(f) As in (i) above... 


Verification of Work-in-Progress 
The verification of work-in-progress 
is here discussed separately from the 
verification of stock—and advisedly. 
The important case In re the Westminster 
Road Construction and Engineering Co., Ltd., 
makes this separate treatment necessary. 
In that case the auditor was held liable 
for wrongful payment of a dividend out 
of capital based on accounts passed by 
him. The profit shown in the balance 
sheet was arrived at by an over-state- 
ment of work-in-progress and an under- 
statement of liabilities. According to 
the judgment: 

It was settled law that an auditor did not 
discharge his duty if he merely saw that the 
balance sheet accurately represented what 
was shown by the books on the material 
date.... 

The far-reaching responsibility placed 
upon the auditor by this judgment is, 
however, made slightly less onerous by 
the qualificatiop that his duty: 
must depend upon the facts of each par- 
ticular case and must be determined by the 
nature of the business carried on. 

However, the judgment then goes 
on to say: 
with regard to the over-valuation of work- 
in-progress the expert evidence was that it 
was the duty of the auditor to check the 
figures at which work-in-progress was 
brought into the balance sheet. 

Clearly, it is extremely difficult to lay 


' down any general rules about a pro- 


gramme for the verification of either 
the existence or the value of work-in- 
progress. Nevertheless, that it is the 
duty of the auditor to check the figure 
of the item in the balance sheet cannot 
be gainsaid. 

It is suggested that as a minimum the 
following tests should be made, in 
addition to any of those mentioned in 
the stock verification programme which 
may be applicable: 

(a) Acomparison of work-in-progress 
figures with selling prices; 

(6) From this would follow a test 
whether the work-in-progress figure 
included any profit, or an excessive 
margin of profit, and an examination © 
of what margin, if any, was justified; 

(c) If the work-in-progress was in the 
nature of contracting work, it should be 
capable of verification by reference to 
contract accounts at a later date; 
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(d) Where possible a check should be 
made whether work-in-progress, un- 
completed at the date of the balance 
sheet, was later completed and sold at 
a profit; 

(e) If there had been a _ physical 
count at the date of the balance sheet, 
this should be checked with the stores 
records and/or final stock sheets. 

It is hoped that the remarks in this 
and the preceding article have served 
to direct the attention of auditors to 
the danger of accepting without further 


relevant case, 


checking or verification a statement 
from a responsible official of a company 
purporting to show a stock or work-in- 
progress figure for inclusion in a balance 
sheet and profit and loss account. A 
additional to those 
already mentioned, is Colmer v. Merritt, 
Son and Street. The judgment in this 
case seems to narrow down the rather 
broad judgment given in the Kingston 
Cotton Mills case, that in the absence of 
suspicious circumstances an auditor is 
not guilty of negligence in relying on a 


TAXATION 


statement made by a trustec: officer of 
the company, and this decision yp. 
doubtedly supports the conte tion her 
put forward. Certainly a satisfactory 
check or verification is much mop 
difficult in some instances than jy 
others, but it is submitted that it muy 
be attempted. The programme her 
outlined does not exhaust the tes 
that can be applied: it is merely 
intended as a guide to assist in draftin 
a programme suitable to an individual 
case. 


The Finance Bill 


CAPITAL ALLOWANCES—MACHINERY AND PLANT 


SOME OF THE MOST FAR-REACHING PROVISIONS OF THE BILL (BARELY 
noticed in the Chancellor’s speech and the Budget resolutions) 
are found in the Sixth Schedule, Part I. They fundamentally 
alter the present law in regard to: 

(a) the sale of machinery or plant at the time of or after the 
permanent discontinuance of a trade; 

(6) the disposal of machinery or plant other than by “ sale, 
destruction or putting out of use ” as hitherto defined. 

Paragraphs (a) to (d) of Section 292 (1) of the Income Tax Act, 
1952 (formerly Section 17 of the Income Tax Act, 1945, as 
amended), which specify the events which may give rise to 
balancing allowances and balancing charges, are repealed in their 
entirety and the following are substituted: ' 

(a) any event occurring after the setting up and before the permanent 
discontinuance of the trade whereby the machinery or plant ceases to 
belong to the person carrying on the trade (whether on a sale of the 
machinery or plant or in any other circumstances of any description), or 

(6) any event occurring as aforesaid whereby the machinery or plant 
(while continuing to belong to the person carrying on the trade) 
eeeeeee era es for the purposes of a trade carried on by 

, or 


(c) the permanent discontinuance of the trade, the machinery or plant 
Se Pneny Ae te Oy Se Se yees anes oe 
je. 


In most cases the permanent discontinuance of a trade will 
coincide with or be followed shortly by the sale of any machinery 
or plant not disposed of (to the extent that it was disposed of before 
the permanent discontinuance of the trade, balancing allowances 
or charges arise under existing legislation; provided the sale was 
not at less than open market value the present law is not altered). 
Now the permanent discontinuance will give rise to the balancing 
adjustment (and, by determining the basis period in which it falls, 
will fix the year of assessment for which it is to be made) but its 
amount is fixed by the subsequent proceeds of sale unless the sale 
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"time of the discontinuance the machinery or plant is either sold at les 


is one at less than open-market price (other than such a sale 
already covered by Section 327 of the principal Act). 

“* Open-market price” is defined as the price which the 
machinery or plant would have fetched if sold in the open market 
at the time of the event in question. 

What is the position where the permanent discontinuance is not 
followed by the disposal of the machinery or plant ; for example, 
suppose a professional man retires but does not dispose of the 
motor-car in respect of which he has been receiving capitil 
allowances for many past years? Or where there is no discontinv- 
ance but the machinery or plant ceases to be used for its original 
purpose, for example, where-a doctor, on being allocated a new 
motor-car, gives his old one to his wife and ceases to claim capital 
allowances in respect of it? The answer to these and to matj 
other points, which may perhaps be described as weaknesses of 
loopholes in the 1945 Act, will be found in clause 3 of the Sixth 
Schedule, which is as follows: 

-—(1) Subject to th isi and 6 of thi 
scone the and Ribiatee eduaen ~ Legato effect where # 
event occurs which gives rise or might give rise to a balancing allowant 
or balancing charge under the principal Chapter in respect of machint) 
or plant, and either— 

(a) the event is the permanent discontinuance of the trade a0 
immediately after the time of the discontinuance the machinery or plat! 
continues to belong to the person by whom the trade was Go 
immediately before the said time and the case is one not falling withit 
the last foregoing paragraph; or 

(6) the event is the permanent discontinuance of the trade and at tht 


than the open-market price, the sale not being one to which Section $27 
of the Income Tax Act, 1952, applies, or the machinery or plant § 
given away; or : 

(c) the event is the sale of the machinery or plant at less than the 
open-market price, not being a sale to which the said Section 327 
or is the gift of the i or plant; or 

(d) the event is that, after the setting-up and before the permanett 
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giscontinuance of the trade, the machinery or plant permanently ceases 
o be used for ‘he purposes of a trade carried on by the person by whom 
the first-mentioned trade is being carried on, and so ceases either by 
reason of that person’s transferring the machinery or plant to other use 
of, on @ transfer of the trade which is not treated as involving the 
discontinuance thereof, by reason of the retention of the machinery or 
plant by the transferor. > 


(2) For the ag of determining whether a balancing allowance or 
balancing charge falls to be made and, if so, the amount of the allowance 
or, as the case may be, the amount on which the charge is to be made 
the event shall be treated as if it had given rise to sale, insurance, salvage 
or compensation moneys of an amount equal to the open-market price 
of the machinery or plant. 


The remaining clauses of this Schedule deal, in the main, with 
exceptions and provisos. : 

Clause 4 deals with sales in such circumstances that there is a 
charge to tax under Schedule E by virtue of the provisions of 
Chapter II of Part VI of the Income Tax Act, 1952 (which relates 
to the taxation of benefits in kind provided for directors and 


Taxation Notes 


employees, which would, but for this proviso, now become liable 
to be taxed twice! ) 

Clauses 5 and 6 relate to gifts or sales at less than open-market 
price to a person who is going to use the machinery or plant in 
his own trade and give an option which is similar in principle to 
that afforded by Section 59 of the original Act. A balancing charge 
on the vendor or donor may then be avoided by substituting the 
written-down value of the machinery or plant for its open-market 
price; in either case the new owner will receive annual or balancing 
allowances or be subject to balancing charges as though he had 
purchased the machinery or plant at its written-down value or at 
its open-market price, as the case may be. 

Clause 7 gives a similar option to a person who succeeds to a 
trade as a beneficiary under a will or on the intestacy of a deceased 


- . person. 


The remaining Clauses (8 to 15) do not introduce any funda- 
mentally new principles but correct various anomalies in the 
existing law. 


exceed the amount of the assessment 
under Schedule A “‘ as reduced for the 
purpose of collection,” i.e. the net 
annual value. 

If rent is payable for the property in 


Age Relief and Building Society 
Interest 

ALTHOUGH NO INCOME TAX IS PAYABLE 
or repayable on building society interest 
(B.S.I.) received, age relief (O.A.R.) is 
given on it. The following calculation 
for 1951-52 shows the position of a 
married man on the figures stated. 


Tax 
{£4 @ Cee 
520 247 0 0 
50 


570 


£50 at 3/- 
£160 at 5/6 
£70 at 12/6 


70 An alternative layout may be 


ae clearer: 


Tax on the age allowance is 


Tax deducted, £570 at 9/6 


excess of the net annual value, the rent 
can be deducted instead, as being an 
expense wholly and exclusively borne 
for the purposes of the trade (cf. Union 
Cold Storage Co. v. Adamson, 16 T.C. 
293). 

In either event, the cost of repairs 
borne by the occupier is a proper 
deduction in computing his profits 
(Section 137 (d)). 

What is the position, however, of an 
owner-occupier who excludes his repairs 
in computing his profits, and makes a 
maintenance claim under Schedule A ? 
Strictly, he should be allowed to deduct 
only the net annual value, but the 
Revenue recognise that this would do 
him out of the statutory deduction for 
repairs, because it is deducted from his 


95 5 
270 15 0 


£175 10 O 


£ es 4 


£50 at 3/- 
£110 at 5/6 


Less Reduced 
Rate Relief on 
BS.L., £50 at 
es Be 


‘Tax repayable 


This puts the taxpayer in the same 
Position as if all his income were taxed 
at gs. 6d., thus: 


£100 at 9/6 .. ne = 
Less tax on margin at 12/6 minus 
9/6, or £70 at 3/- .. = 


47 10 Oo 


Net age relief .. +n i 37 
Personal Relief, £190 at 9/6 ve go 
Reduced Rate 3° at 6/ - 16 

160 at4/- .. 32 


£175 


Deduction of Annual Value 
By Section 136 of the Income Tax Act, 
1952 (the old Rule 5 of Cases I and II), 
the computation of profits under Cases 
I and II is to be made exclusive of the 
annual value of lands and buildings 
occupied for the purposes of the business 
and separately charged under Schedule 


71 10 0 


£175 10 0 


A. The sum to be deducted is not to 


average repairs expenditure in the 
maintenance claim. Accordingly they 
allow the gross annual value to be 
deducted in the accounts. This applies 
to farms as well as other businesses, 
All expenses deductible from the gross 
annual value in arriving at the net 
must, of course, then be disallowed in 
the profits computation. 


‘ Benefits in Kind 
Directors and the more highly paid 
employees of any business are liable to 
income tax on benefits in kind. So far 
as the benefit is a house, etc., Section 
161 of the Income Tax Act, 1952, 
provides that where the business incurs 
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expense in or in connection with the 
provision of living accommodation for 
a director or employee in question, 
there is to be assessed under Schedule E 
so much of the expense as is not made 
good to the business by the director or 
employee. Section 162 deals with the 
valuation of benefits in kind, and the 
relevant sub-Section (3) provides that 
if the business pays no rent in respect of 
the premises in question, or pays a rent 
less than the net annual value, the 
provisions of Section 161 are to have 
effect as if the business paid a rent 
equal to the net annual value. 

It has been generally thought that 
the net annual value is the measure of 
the whole benefit, but an Inspector of 
Taxes is now seeking to assess as a 
benefit the amount spent by the 
business on repairs to the house 
provided for a director, as an expense 
in connection with the provision of the 
accommodation. 

There is an illogical aspect of the 
Act itself. It seems to the writer that 
the benefit ought to be the excess of 
the gross annual value (i.e. what the 
property is worth to be let) over any 
rent paid by the occupier, since repairs 
are a landlord’s burden (in the absence 
of agreement to the contrary, which 
would affect the gross annual value or 
the repairs allowance where relevant). 
The Inspector’s contention in the case 
in point would have the effect that in a 
year in which the repairs exceed the 
repairs allowance, the director would 
pay on the excess of the repairs 
expenditure plus net annual value over 
his rent (which approximates to the 
gross annual value, as it happens), but 
in a year in which the repairs were less * 
than the allowance, he would get no 
relief for the deficiency. 

While the contention would catch 
extravagance in repairs, it would also 
catch normal repairs, which, as is so 
well known, must inevitably be in 
excess of the allowances. We invite 
readers to submit their experiences in 
the matter. 


Husband and Wife 
Continued interest in the separate 
assessment provisions of the Finance 
Act, 1950, now Part XIV of the 
Income Tax Act, 1952, makes it 
opportune to give an illustration for 
1952-53: 
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Husband 
£ £ 
Income of 
Earned Income Relief se ca 
(Max. £450) 24:6 .. _360 
P.R. - £210 _ 
Addl. P.R ae 
:8 
Adopted child hept os 
by husband 85 85 
Widowed mother 
kept by wife = 50 
(% of premiums 
paid by each) 100 60 632 
~ £820 £31968 
£ Jn P s. d. 
200 at 3/- : 
£300 at 3/6 “ no 7 : 
£300 at 7/6, 250 0 0 
Balance at 9/6 .. 2,701 6 8 


Tax on total income .. 


* Husband’s income exhausts the earned income relief. 
t Adequate for maximum reduced rate relief. 


Any tax recouped from annual 
charges will reduce the tax suffered. 
Check on wife’s position: 
(a) Tax on allowances if no separate assessment: 


£s d 

PR. £120 at 9/6 57 0 Oo 

R.R.R. £100 at 6/6 32 10 0 

* yaad at 4/-: go 0 oO 

” 150 at 2/- 15 0 0 

£134 10 0 

6) Tax on allowances in separate assessment: 

CR £90 oi 4 sd. 
P.R,, etc. £188 

£278 at 9/6 192 1 0 

R.R.R. £33 6s. 8d. at 6/6 10 16 8 

” 50 at 4/- .* 10 0 O 

” 50 at 2/- 5 90 O 

£157 17 8 


Had (a) exceeded (6), the difference 
would be deducted from the wife’s 
liability and added to the husband’s. 


**Current Law Income Tax Acts 
. Service ’’ (Clitas) 
The Clitas service was originally 
designed purely for income tax and 
sur-tax. The advent of Excess Profits 
Levy and the continued complication 
of Profits Tax have decided the pub- 
lishers (Sweet & Maxwell, Ltd.) to add 
sections dealing with both these taxes. 


Memo 
Wife by 
AY, 
£ £ é 
600 
go st 
510 
290 
800 
98 120 
188 
£612 ‘Labor 
a w * x «a @ £44 
25 00 33 6 8 5 00 
15 0 50 0 O 1315 0 
315 0 50 0 Oo 18 15 0 
1,283 2 8 47813 4 227 7 4 
£1,470 12 8 £264 17 4 


As a first step, Release 2, dated April 15, 
1952, contains the provisions of the 
Finance Bill dealing with Profits Ta 


price for the additional service has not 
yet been fixed. 

The main work was reviewed in our 
May issue, on page 177. 


Double Taxation Relief—Burma 
The double taxation relief agreement 
with Burma relating to taxes on income 
has been ratified and published as the 
schedule to an Order in Cound 
(Statutory Instrument No. 751 of 1952): 


Double Taxation Agreement with 
France 

The French Government has published 

a notice to United Kingdom residents 

explaining how to claim relief from 

French tax under the recent double 

taxation agreement. 

The notice includes an announc 
ment that the rate of French tax on the 
profits of United Kingdom companié 
trading in France will remain at 10 pt 
cent., and that by concession thet 
companies will be able to reclail 
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= french tax in excess of this rate which 
AYE fm has been paid since the beginning of 
£ 1950, in spite of the provisions of 
600 icle XXV of the Agreement which 
_* ibit any repayment of tax paid 


before July 30, 1951. 
Copies of the notice and forms for 


daiming relief under the Agreement 
may be obtained from the Inspector of 
foreign Dividends, Lynwood Road, 
Thames Ditton, Surrey. 


cent. so that profits tax will now be 
25 per cent. with non-distribution 
relief of 22} per cent. 

New companies set up in 1947 can 
elect to have a standard of one-half of 
the profits for the two years from the 
date of commencement or one-half of 
the profits for 1948 and 1949. If they 
started in 1948 they can select a 
12-months’ proportion of the profits 
from the commencement to the end of 
1949. The 12 per cent. allowance for 
new capital, etc., also applies. 

One very important amendment will 
ease the situation in that small com- 
panies will no longer be within the 
scope of the Levy, the minimum 
standard having been increased to 
£5,000 a year. Since this is after the 
deduction of the maximum amount of 
directors’ remuneration allowable, the 
average one-man company will be 
right outside E.P.L. 

The capital standard which is avail- 
able as an alternative to the profits 
standard is now to be based on capital 
employed, calculated on similar prin- 
ciples to those for the old Excess 
Profits Tax, with the variation that 
investments and cash are included in 
capital employed. 

An addition is to be made to standard 
profits in respect of borrowed money of 
an amount equal to 4 per cent. on the 
average amount by which the borrowed 


money in the chargeable period exceeds 


‘ Recent Tax Cases 
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E.P.L. Concessions 
A number of amendments to the 
Finance Bill tabled by the Chancellor 
of the Exchequer deal with points of 
sins major principle and will remove some of 
‘ot the anomalies. The importance of the 
F option given to take the average of two 
ey years out of the three years 1947, 1948 
3 15 of and 1949 cannot be over-estimated. In 
15 0MM the case of companies operating in 
| 1 49& territories previously occupied by the 
117 4m Japanese the option is given of choosing 
——= HE 1949 and 1950. 
The maximum E.P.L. liability is 
reduced to 15 per cent. of total profits, 
ils A ha further reduction to 10 per cent. 
if pe in the case of companies substantially 
3 Tax carrying on business overseas. The 
tated allowance on new capital is increased 
1d the 0.12 Per cent. 
ng the To meet the loss of revenue to some 
Thee cleat, the rate of profits tax on dis- 
sa ad tributed profits is increased by 5 per 
in our 
rma 
ement 
come 
as the 
yuna 
952): 
INCOME TAX 
via Cotton-spinning company—Cessation of trade— 
Sale of machinery and plant in penultimate year at 
ished price exceeding written-down value for income tax 
ident BE —Profits of penultimate year less than assessment 
from em assessment for balancing charge— 
ouble Mi -'9 revision of assessment for penultimate year— 
Whether there should be separate assessment for 
une: charge or assessment for penultimate 
n the fag 2207 5¢ revised to amount of actual profits increased 
ais y balanciny charge—Finance Act, 1926, Section 
o pet a > “ Income Tax Act, 1945, Sections 17, 
a Town=cnd v, Electrical Yarns, Ltd. 


(Ch., Febuary 29, 1952, T.R. 109) was a 


By W. B. COWCHER, 0.B.z., B.LITT. 


case involving a point of such importance 
that the Revenue had agreed to pay the costs 
of the respondent in any event. The 
respondent company ceased to trade on 
December 21, 1949. For 1948-9, the pen- 
ultingate year, the profits were £2,578; but 
the assessment for 1948-9, based on the 
profits of the year before, was £3,038, so that 
the right of the Revenue under Section 
31 (1) (6) of Finance Act, 1926, to an 
increased assessment where the profits of 
the penultimate year exceed the amount 
assessed was not prima facie operative. The 
company’s plant and machinery had, 
however, been sold in the penultimate year 
at a price which under the provisions of the 


that of the standard period. If the 
average amount in the chargeable 
period is less than that in the standard 
period, the standard profits are to be 
decreased by an amount equal to 4 per 
cent. of the difference. If the standard 
profits are calculated otherwise than by 
reference to profits, the standard profits 
are to be increased by an amount equal 
to 4 per cent. on the average borrowed 
money in the chargeable period. 

In the case of concerns producing 
certain metals, oils, etc., if the Treasury 
certifies that an increase in output over 
output at the normal rate is essential in 
the national interest, the company may 
elect that its profits shall be computed 
so as to allow a deduction equal to the 
profit on the additional output. As 
usual, there are formule laid down. 

There are provisions for avoiding 
double taxation where a company owns 
25 per cent. or more of the capital of 
another business. 

Provision is also made for deducting 
the gross equivalent of the amount paid 
by way of profits tax or E.P.L. in 
computing income of controlled com- 
panies for the purposes of sur-tax. 

There are various amendments moved 
by persons other than the Chancellor 
but it is not proposed to comment upon 
these until they have been adopted in 
Parliament. 

We propose next month to deal in 
more detail with the Levy, as amended. 


IncomesTax Act, 1945, created liability to 
a balancing charge of £600; and the short 
point of the case was whether the company’s 
liability was upon the £600 or was restricted 
to tax on the difference between the profits 
of the penultimate year, £2,578 increased 
by £600, i.e. £3,178, and the actual assess- 
ment for 1948-9, £3,038, viz. £140. The 
General Commissioners had decided in 
favour of the company but Donovan, J., 
reversed their decision. 

Under Section 55 (3) of Income Tax 
Act, 1945, any balancing charge 

shall be made by of an assessment on 

the profits or gains of that trade for that year 

of assessment, in addition to any other 
assessment falling to be made thereon for that 
year. 

The essence of the decision was that by 
the sale of the plant and machinery, the 
taxpayer had recouped the capital loss 
represented by the previous wear and tear 
allowances, and there was no reason what- 
ever why the effective levy of the charge 


| 


should depend upon whether there were any 
profits of the trade in the year of sale or 
upon their amount. The logic of this would 
seem to be indisputable; but, as there are 
certain to be many similar cases, the 
question whether the wording of the charge 
to tax achieves this object may obviously be 
challenged in a higher Court. Owing to 
inflation, balancing charges arising out of 
the sale of pre-1945 plant and machinery 
are normally, from the economic stand- 
point, taxes on capital rather than income. 


West Australian gold mining finance—Promotion 
of companies—Sales of shares in companies— 
Allegations of deceit and fraud—Legal proceedings 
to recover damages—Settlement of action by 
payment of large sum—Whether sum paid 
deductible—Income Tax Act, 1918, Cases I and 
II of Schedule D, Rule 3 (a). 


Golder v. Great Boulder Pro- 
prietory Gold Mines, Ltd. (Ch., Janu- 
ary 15, 1952, T.R. 25) owed its origin to the 
“high finance ” disclosed fully in Murphy 
v. Australian Mining and Investment Co., Lid. 
(De Bernales as Agent) (1948, 30 T.C. 244). 
In April 1934 the respondent sold to a newly 
formed “ De Bernales ” English company, 
Southern Cross Gold Development, Ltd., 
shares in a “ De Bernales ’” West Australian 
company and also a gold-mining reservation 
in West Australia, both of which assets it 
had bought from Australian Mining and 
Investment Co., Ltd.—A.M.I. for short. 
There was a profit of £10,000, taxed as a 
trading profit. In July 1934 the respondent 
sold to another newly-formed “ De 
Bernales ’’ English company, Murchison 
Gold Development Company, Ltd., shares 
in another “‘ De Bernales ’’ West Australian 
company which it had recently bought from 
A.M.I. There was a profit of £17,500, also 
taxed as a trading profit. In July 1935, the 
respondent sold other gold-mining invest- 
ments to another newly-formed ‘“ De 
Bernales ’’ English company, Great Boulder 
Mining and Finance, Ltd., including shares 
in Southern Cross Development, Ltd., and 
Murchison Gold Development, Ltd., and 
options to take further shares in those com- 
panies, all of which assets had formed part 
of the purchase consideration of the 1934 
transactions. The respondent had promoted 
the first two of the three companies men- 
tioned and took part in the promotion of the 
third. 

The whole object of the “‘ De Bernales ” 
scheme had been the sale of the shares of the 
said West Australian companies in the 
English market through the creation of 
English companies and the sale of shares in 
the latter to the English public. Serious 


allegations of deceit and fraud were the | 


grounds of a legal action at the instance, 
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amongst oth. of persons who had sub- 
scribed for smares in Southern Cross, 
Murchison, and Great Boulder Mining and 
Finance upon the faith of the respective 
prospectuses. There was also a claim for 
compensation for breach of statutory duty 
by the respondent under the Companies 
Acts. The respondent, which was merely 
one of.a number of defendants to the 
action, took legal advice and as a result 
settled the claims against it for £25,000. In 
addition it had to disburse £2,500 in costs. 
The issue was whether these sums were 
admissible as deductions in computing the 
respondent’s profits. ‘The Special Com- 
missioners had held, first, that the transac- 
tions between the respondent and the three 
companies were trading transactions and, 
secondly, that both sums were deductible in 
arriving at respondent’s profits as being 
disbursements wholly and exclusively for 
the purposes of the trade. Donovan, J., 
upheld their decision. 

He said that the case differed from C.J.R. 
v. Alexander von Glehn and Co., Lid. (1920, 
2 K.B. 553; 12 T.C. 232), in that the 
allegations, although serious and weighty, 
were not admitted or proved. A second 
point put forward by the Crown was based 
on certain evidence by a director from which 
it appeared that the payment had been 
made to enable the respondent to pay 
dividends without having any unknown 
liabilities hanging over its head, a motive 
which would have made the payment 
inadmissible under Archibald Thompson, 
Black & Co., Lid. v. Batley (1919, 7 T.C. 158). 
This, however, the judge observed, was a 
misreading of the evidence because respon- 
dent had, in fact, been paying dividends. 
The respondent was carrying on a trade of 
company promotion, and the claim for 
damages had arisen thereout, and the Special 
Commissioners’ decision was a finding of 
fact for which there was evidence. 


Compensation for loss of office—Sale of shares in 
company to another company—Vending agreement 
under which payment to retiring directors as 
compensation for loss of office—Whether payment 
deductible in computing profits of vendor company. 

James Snook and Co., Ltd. v. 
Blasdale (Ch. January 16, 1952, T.R. 45) 
was one of the most hopeless of cases. At 
some time during 1946 most, if not afl, of 
the shareholders in the appellant company 
were minded to sell their shares to another 
company, Bell and Nicholson, Ltd. The 
vending agreement provided that the latter 
would procure the appellant company to 
pay compensation for loss of office to the 
directors of the appellant company, who 
were to retire, amounting to £31,818, of 
which £28,740 was to go to Mr. H. D. 
Snook, who was chairman and managing 


‘of the appellant company. 


director for life. There was also :., be paid 
£1,128 as compensation to the “uditor of 
the appellant company. The Genral Com. 
missioners, on appeal, held thai ‘he sym, 
paid were not money wholly and ~xclusiyely 
laid out or expended for the purposes of the 
appellant company’s trade. Their decision 
was affirmed by Donovan, J., as « finding of 
fact for which there was evidence, in , 
judgment remarkable for its clear analysis 
of the legal position. For any such paymeny 
to be admissible as a trading expense, he 
said: 

it is essential, in such cases, that the company 
should prove to the Commissioners’ satisfae. 
tion that it considered the question of 
payment wholly untrammelled by the terms 
of the bargain its shareholders had struck with 
those who were to buy their shares, and came 
to a decision to pay, solely in the interests of 
the trade. 

Unfortunately for the appellant, the 
purchasing company had considered the 
matter before it had even become a share. 
holder and before even Mr. Bell, the chair. 
man and managing director of Bell and 
Nicholson, Ltd., became a director of the 
appellant company. The decision was, 
therefore, not one taken by or upon behalf 


Sale of stock of ingredients for making imitation 
whisky—Subsequent sale of secret formula and 
process, trade mark and goodwill of business— 
Whether sum received a trading receipt. 


Orchard Wine and Supply Company 
v.Loynes (Ch. January 17, 1952, T.R. 33 
was a case which arose out of somewhat 
peculiar transactions. In the words o 
Donovan, J., 

It would seem that in recent years whisky for 

many people has been a scarce commodity. 

Thanks, howeyer, to the inventiveness of 

someone this privation has to a certain extent 

been mitigated; for the case stated discloses 
that in 1942 the appellants . . . were in 
possession of a secret formula and a secret 

process, whereby they were able to make a 

liquid, which they christened Hector McDor- 

ald “ Glen Mist” Whisky Liqueur . . . the 

sales, it seems, were considerable. 
In November 1942 the appellants, really a 
Mr. Bennett and a Mr. Moss, disposed d 
the secret formula and process, trade mark 
and goodwill of the business to a concer 
known as Savermo, Ltd. They had pre 
viously transferred to an agent of Savermo 
their stock of ingredients apparently at cost 
and at the same time that the sect 
formula, etc., was disposed of the appellants 
secured an undertaking by Savermo to pay 
them 36s. for every dozen bottles of the 
liquid up to a maximum of 1,400 doze 
bottles, ice. £2,520. This bargain wa 
embodied in an “assignment” dated 
November 2, 1942, and the question in the 
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case was \/ccther this sum, less one-half of 
the stamp Cuty, received by the appellants 
whilst still (ading represented a capital sum 
in respect of the sale of capital assets or was 
an ordinary trading receipt. The General 
Commissioners had found that the payment 

ted taxable income and Donovan, 
J. upheld their decision. 

After a critical analysis of the “ assign- 
ment” and of the evidence in the case 
sated, he said—and it is the key to his 
judgment—speaking of the evidence of a 
director of Savermo: 

It is now tolerably clear that the reason why 

the appellants stipulated for the 36s, per 

dozen bottles is because they had parted with 
their stocks at cost, and felt they should share 
in the value of the compound made from 
them. The money comes to the appellants, 
on that view, as the result of a trading 
transaction on revenue account 

and could not be converted into capital by 

the mere wording of the assignment. 

Without more information than is given 
in the judgment as to the constitution and 
tx position of Savermo, Ltd., it is not 
posible to say why the transactions took 
their peculiar forms, although a guess may 
be made. 


Insurance company—Mutual insurance—Poticy- 
holders as members of company—No bonuses 
declared—Continuous change of membership— 
Large increases in membership—lLarge reserve 
fund—Whether mutual insurance business. 


Faulconbridge v. National Em- 
ployers’ Mutual General Insurance 
Association, Ltd. (Ch., January 11, 1952, 
TLR. 7) was a case where the respondent 
had appealed against assessments for the 
years 1944-5 to 1949-50 inclusive under 
Case 1 of Schedule D. The Association was 
a company incorporated in 1914 as a 
company limited by guarantee and not 
having a share capital. Its original object 
was the mutual insurance of its members 
against employers’ liability and workmen’s 
compensation claims. In 1921 it took 
powers to carry out all kinds of insurance of 
members other than life assurance. The 
membership was initially limited to 500, 
but in 1919 was extended to 1,500 and in 
i921 became unlimited. In 1950, the 
membership was about 110,000. Insurance 
with the company was a condition of 
membership and vice versa; and in the 
tvent of winding-up the contribution of 
each member was limited to £5- 

company carried on its different 
kinds of business in several separate depart- 
ments with separate funds but with no 
paration of assets; and although the profits 
of one de; artment could be applied to meet 
losses in another, any such transfer had to 
be recouned out of future profits of the 


transferee. The profits of each department 
were divisible between the members thereof 
subject to one article which gave the 
directors discretion as to the apportionment 
of profits carried to reserve or carried 
forward. The actuarial valuations had to 
be triennial and members, on a recommen- 
dation by the directors, might vote to 
themselves a bonus if the finances justified 
it although only those who were members 
during the triennial period were entitled to 
share. During the years of limited mem- 
bership bonuses had been regularly paid, 
but none had been paid since the abolition 
of the limit in 1921 although at the end of 
1944 the general reserve was £1 million 
and separate reserves aggregated £380,000. 
In July 1947, the actuary advised against a 
bonus distribution in view of the expanding 
nature of the business, the obscurity of the 
outlook and gradual inflation. 


The main contentions of the Crown were 
first that there was constant and continu- 
ous change of policyholders and therefore 
of membership, so that past surpluses would 
belong in a great number of cases not to the 


. contributors but to their successors, whilst, 


as bonuses could only be voted as above- 
mentioned, the members had no right to 
any surplus except on a winding-up. A 
second contention was that the reserves 
accumulated had no relation to the business 
actually done but were related only to the 
needs created by the policy of expansion 
and were not necessary to a mutual concern. 
It was also argued that as the fire, accident, 
motor and general group policies were all in 
one department it might follow that a 
profit arising in one group might go in part 


to another group in the same department.. 


The Special Commissioners had held that 
there was no material difference between 
the case and that of New York Life Insurance 


' C., Ltd. v. Styles (1889, 14 App. Cas. 381; 


2 T.C. 460), and that the respondent was a 
mutual concern not assessable to income 
tax. Upjohn, J., in an exhaustive judgment, 
upheld their decision as a finding of fact 
with which he also agreed as a finding of 
law. Towards the end, he said: 

I am very mindful of the words of Lord 
Cave in Jones’ case that when a question of 
law had been clearly decided by the House of 
Lords, it is undesirable that the decision 


should be weakened or frittered away in fine - 


but, whilst everyone will agree with this, it 
may be said without disrespect that there 
was a vast difference of nature between the 
business in the New York Life case and that 
in the case under consideration, between a 
long-term policy of life assurance against a 
risk which must happen sooner or later and 
a short-term policy of insurance against a 
risk which may or may not happen. In 
aed v. The South-West Lancashire Coal 


Owners’ Association, Lid. (1927, A.C. 827; 
11 T.C. 790), Rowlatt, J., said of the New 
York Life case that the broad principle there 
laid down was that, if the interest in the 
money did not go beyond “ the people or the 
class of people who subscribed it,” then there 
was no taxable profit. Where, however, the 
case is one of short-term policies and a 
varying and rapidly expanding class con- 
sequent on unlimited membership, mutality 
may be found to exist but would seem to be 
of a markedly different type. Still, even if 
the decision had been in favour of the 
Crown, a difficult question of profits com- 
putation would arise to which the only 
obvious answer would seem to be the 
system in operation with Lloyds’ under- 
writing syndicates, 


Schedule D, Case II—Actor—Restrictive covenant 
—Not to appear in films for eighteen months— 
Lump sum payment—Whether capital receipt or 
income from vocation. 

Higgs v. Olivier (C.A., February 4, 
1952, T.R. 57) was noted in our issue of 
November 1951 at page 423. It arose out 
of a payment to Sir Laurence Olivier of the 
sum of £15,000 by Two Cities Films, Ltd., 
for which company the respondent had 
made in 1943 a film version of Henry V, and 
had played the title part. His contract ran 
out in 1944. The appeal of the film in 
England was less than had been hoped for 
and on July 18, 1945, the company con- 
cluded an agreement whereby for £15,000 


Sir Laurence agreed that for 18 months he 


would not appear as an actor in, or act as 
producer or director of, any film to be 
produced either in the United Kingdom or 
U.S.A, or elsewhere for any company, firm 
or person other than Two Cities Films, 
Ltd. He was not restricted otherwise: 
and there was no engagement either upon 
his part to serve the company or by the 
latter to’ employ him. On his being 
assessed in respect of the £15,000 under 
Case II of Schedule D, the Special Gom- 
missioners had held that the sum did not 
come to him as part of the income from his 
vocation but from refraining from carrying 
on his vocation and was a capital receipt, 
Harman, J., had approved their decision as a 
finding of fact, and although the Court of 
Appeal were agreed that a question of law 
was also involved they were unanimous in 

The point at issue was very like that in 
Beak v. Robson (1943, 21 A.T.C. 20, 25 
T.C. 33), where a separate payment for a 
restrictive covenant in a service agreement 
was held by the House of Lords to be a 
capital payment; and this fact was pointed 


_out in their judgments by Evershed, M.R., 


and Hodson, L.J., the latter declaring the 
principle to be the same, Both of these 
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judges stressed the unusual features of the 
case, the Master of the Rolls declaring that 


it depended “ upon its own peculiar facts.” — 


The Revenue, however, knows that if 
“peculiar facts” produce large sums 
immune from taxation they are apt to breed 
like rabbits. Apart from this, there is a 
general principle involved which is illus- 
trated by the story of the American farmer 
who some years ago declared that his most 
successful year was the one in which he was 
paid for “not growing hogs.” He did not 
say, however, how he fared with the U.S.A. 


income tax. 


Builder—Number of houses built—Some retained 
as investments but sold at profit many years 
afterwards—Whether profits income from busi- 
ness—Income Tax Act, 1918, Schedule D, Case I. 


Harvey v. Caulcott (Ch., February, 
1952, T.R. 101) was the case of a builder 
who in 1927 had obtained a leasehold site 
near Birmingham and in the next two years 
had built twelve shops. Five of these had 
been sold at once, and another five had been 
leased to his wife as nominee. She had 

mortgaged them, the money being used in 
the business. One of the two remaining 
shops had been assigned to appellant’s 
mother, whilst the other had been kept by 
the appellant, who still retained it. In 1946, 
one of the five shops leased to the wife had 
been sold at a profit of £1,767, and in 1948 
another of them at a profit of £2,902, and it 
was claimed by the Revenue that these 
profits arose from appellant’s trade and 
were taxable. On appeal, the General 
Commissioners had accepted the evidence 
upon behalf of the appellant that the two 
properties had been from the first regarded 
is investments and had been held as such 
for twenty years. Nevertheless, they found 
the profits to be assessable under Case I of 
Schedule D. Another matter arose out of 
the purchase in 1939 of a house for 
appellant’s foreman, who had lived in it as 
tenant. He had been killed in the war, but 
his widow had also lived in it until her 
death in 1948 enabled appellant to sell the 
house with vacant possession at a profit of 
over £1,400. On appeal, the Commissioners 
had given a similar decision. Donovan, J., 
reversed both decisions, holding that, as the 
Commissioners had accepted the evidence 
upon behalf of the appellant, - all three 
properties had never been stock; 
whilst as regards the foreman’s house, this 
was either a private investment or a fixed 
asset. The fact that the proceeds of the sales 
had been used in the business was, he said, 
neutral on the point at issue. 

At the close of his judgment there was 
the following passage: 

Such a case as the present is always coloured 
by the fact that the man is a builder. That, 
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no doubt, puts a peculiar onus on him to show 
that the profit from the sale of some property 
is profit from an investment, or profit from 

something which is not trading stock. The 

onus is not incapable of discharge and here I 

think the appellant did discharge it. 

In the course of his judgment he had 
pointed out that where the original inten- 
tion was one of investment the Revenue 
could only establish liability to tax: 
by showing that before the sale something had 
happened, or had been done, which made 
these shops trading stock of the appellant’s 
business. 


This summing up of the position in cases 


‘of the type could scarcely be improved upon 


and should prove of considerable value as a 
guide in many cases, not confined to the 
building industry, where the same principle 
is involved. 


INCOME TAX AND EXCESS 
PROFITS TAX 


Income tax and Excess Profits Tax—Small hosiery 


— Protracted enquiry — Undisclosed banking 
accounts—Finally, {£29,000 to be explained 
including large sums on deposit—Interest not 
returned—Conflicting and untrue statements as to 
sources—Bulk of amount alleged to be betting 
profits—Betting evidence proved to be false— 
Assessments 1939-44 covering £29,000—Appeal 
—Commissioners find £28,000 to be profits un- 
declared and to be apportioned—Case demanded 
on ground that Commissioners had no right so to 
jind—Income Tax Act, 1918, Section 137 (4). 
G. Deacon & Sons v. C.I.R. (Ch. 
January 11, 1952, T.R. 21) was a case of a 
type familiar to every practising accountant. 


The facts are set out in an expanded head > 


note. The appellants fared badly before 

Donovan, J., and the conclusion of his 

judgment is of general importance: 
To say they [i.e. the General Commissioners] 
had no right to do this in the absence of direct 
evidence of some improper entry in or 
omission from the books is just as fallacious, 
in my view, as to argue that no one should be 
convicted on circumstantial evidence alone. 
There was abundant circumstantial evidence 
here to justify the General Commissioners’ 
conclusion. Indeed, I cannot help thinking 
that the appellants have given instructions 
for these appeals to be prosecuted simply in 
the hope of cloaking with some kind of 
respectability a very ugly business, and thus 
to strengthen their defence should proceedings 
of a very different kind be taken by the Inland 
Revenue. 

For all I know, this may still happen, and 

I therefore suppress the inclination to say 
more about this case than that both appeals 
are dismissed with costs. 


- Finance Act, 1938, Section 4o—Finance Act, 


PROFITS TAX 


Distribution —Dividend from realisati>» of capita 
assets— Whether a“ distribution” fo. purposesof 
Profits Tax—Finance Act, 1936, Sec'ion 21 (3), 


1947, Sections 30, 34, 35, 36. 

C.1.R. v. Bell & Nicholson, Ltda, 
(Ch., January 16, 1952, T.R. 20) arose out 
of a dividend of £5,625 paid by the respon. 
dent on February 18, 1947, ovt of non. 
taxable profits from the sale of investments, 
The Revenue had taken the amount into 
account in computing non-distribution 
relief from profits tax; but the General 
Commissioners had decided the point in the 
respondent’s favour. Donovan, J., reversed 
their decision in a clear and convincing 
judgment. He pointed out that by Section 
36 of Finance Act, 1947, any amount dis. 
tributed directly or indirectly “ by way of 
dividend or cash bonus to any person” is 
to be deemed to be a distribution; and by 
Section 35 it is to be included in “ the gross 
relative distribution.”” Section 34 dealt with 
“net relative distributions ”’ but, said the 
judge, there was nothing there to exclude 
the £5,625. Turning to Section 30 (1) of 
the same Act which prescribes the rate of 
tax, if the amount was one of the net relative 
distributions the relief for non-distribution 
was correspondingly reduced and, said the 
judge, on a literal construction there was no 
escape. It was, however, argued that there 
was an implied limitation due to the fact 
that only trade or business profits were 
liable. This argument, he said, would be 
open to a case coming within Section 30 (3) 
where distributions are greater than the 
trading profits for the period, and if 
dividends of capital profits were included in 
distributions under Section 30 (3) the non- 
liable profits would be taxed. Nevertheless, 
by the proviso to Section go (3), a limit 
was imposed with the effect that only 
an amount equal to the aggregate of 
the trading or business profits in current 
and preceding chargeable accounting 


the additional charge to tax imposed by 
Section 30 (3) was merely one created by 
the cancellation of relief previously given, 
the reason being that the maximum tax was 
upon a sum equal to his business or trading 
profits. His lordship pointed out that the 
same conclusion had been reached io 
Lamson Paragon Suppiy Co., Lid. v. CLR 
(1951, 30 A.T.C. 246). 

An interesting feature in the judgments 
the justification for the method set out in 
Section 36. Amongst the reasons the judgt 
gave was: 

After all, it was an obvious contingency 
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against w>ch the legislature had to provide, 
that someone might try to get the best of both 
worlds by distributing capital instead of 
trading or business profits. 


ESTATE DUTY 


Ltd, 

¢ Out Will—Legacies, bequests, and devises except the 
sp0e- giftof residue to be enjoyed free of death duties— 
ae settled—Whether duties payable on 


deaths of tenants-for-life payable out of residue— 
Finance Act, 1894, Section 2—Finance Act, 1914, 
Scion 14. 

In re Howell (Ch. January 24, 1952) 
arose out of the will of Mrs. Hannah Maria 
Howell, who died in 1946. By her will she 
gave the following direction: 

I direct that all legacies and bequests both 

pecuniary and specific and all devises . . . 
(except the gift of residue) shall be enjoyed 


from to a niece and after the niece’s death 
in trust for the niece’s son, the defendant, 
Leonard Fletcher. Three other houses were 
also made subject to similar life-interests and 
the issue was whether the above direction 
as to death duties applied exclusively to the 
duties payable upon the death of the 
testatrix or whether it applied to the future 
duties payable on the deaths of the tenants- 


for-life. The residue of testatrix’s estate had - 


been left to her nieces in equal shares 
absolutely but if the exemption applied to 
the future duties it would be necessary for 
the surviving executor—one of them had 
died—to make provision therefor. Vaisey, 
J., after examining the leading authorities 
upon a question which, as he said, had 
engaged the attention of the Courts in a long 
series of casés, said whilst he was not sure 
that he would put it as strongly as Harman, 
J., did in Jn re Shepherd (1949, Ch. 116) as 
to the existence of a presumption, he thought 
it would be accurate to say that there was a 
strong tendency to hold that a testator only 
intended to provide for the payment of 


Tax Cases—Advance Notes 
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id be Cuancery Drviston (Donovan, J.) 
0(3) I CLR. v. Chappie, Ltd. April 22, 1952. 
Pa Facts—The company, which at the 
. relevant time was director-controlled, wished 
ed in in 1946 to open a branch in Eire. Owing to 
not HH ihe restrictions of an Eireann statute, it 
— could not do so directly, and accordingly an 
Eireann company was formed in which the 
be! English company held a substantial minority 
OB citeshares. On September 16, 1947, “ B” 
rren f stares in the English company were issued 
nuns HF to the Eireann company. 
a The English company bought certain 
1 by machinery and sold it to the Eireann com- 
i by pany, debiting the price to a current 
om account in its books. In addition, it 
ja advanced £5,000 cash, which was also 
ding debited to that account, the balance on 
the which increased, during that part of the 
is chargeable accounting period in which the 
LR. ann company was a member of the 
English company, by £5,253. On Septem- 
_ BB 16, 1947, £35,000 was advanced on loan 
at’ Hf to the Fireann company by the English 
it H company on the security of 35 {£1,000 
adge tures carrying interest at 5 per cent. 
Perannu:n. Owing to the financial position 
ency the Eir-ann company, the interest on the 


By H. MAJOR ALLEN 


debentures was.subsequently waived by the 
English company. , 

Decision—Held, that a loan at a com-: 
mercial rate of interest was an amount 
applied for the benefit of the Eireann com- 
pany, and hence a “ distribution” for 
Profits Tax purposes under Section 36 (1) (c), 
Finance Act, 1947. 


Newsom v. Robertson. April 30, 1952. 

Facts.—N., a barrister whose practice was 
largely advisory, was in the habit of working 
in chambers during the day and taking 
papers home for further work during the 
evening. In vacation he seldom visited his 
chambers, but had papers sent by post to 
his home where he did a considerable 
amount of work. He claimed as an expense 
the cost of travelling between his home and 
his chambers. The Special Commissioners 
held that he was not entitled to deduct 
travelling expenses incurred in term time, 
but allowed the cost of any journeys made 
during vacation. ‘ 

Decision.—Held, that no part of the travel- 
ling expenses was incurred “ wholly and 
exclusively” for the purpose of N.’s 
profession. 


duties arising on his own death, based 
partly on the argument of inconvenience. 
He thought it must now be understood that 
if testators desire to provide that the dis- 
tribution of their estates should be held up 
to meet future duty claims they ought to say 
so in unmistakable terms such as he did not 
find in the present will. He held that the 
matter was governed by the words regarding 
the disposition of the residuary estate which 
was to be held in trust for his nieces in ‘equal 
shares. There was, he said, no suggestion of 
anything to be done or provided for by the 
executors after the devises have taken effect 
and the first trust had come into operation. 

All the “free of duty” cases arising 
under Section 14 of Finance Act, 1914, 
depend upon the exact terms of the will 
provisions; but there is, of course, great 
inconvenience to executors in having to 
provide for duties payable in the indefinite 
future. The attitude of the Courts in the 
matter is not only a practical one but 
probably in accordance with the desires of 
most testators. : 


Recknell v. C.I.R. April 24, 1952. 

Facts.—The Articles of Association of 
R., Ltd., provided that the *‘ A” shares of 
the company (which carried certain prefer- 
ential rights as to dividend, etc.) should be 
held only by directors and senior employees, 
subject to certain qualifications. When an 
employee retired or died, the Board of the 
company could require the transfer of his 
shares at par (which was greatly below their 
market value at the material time). The 
transferees were selected by the Board by 
reference to their seniority and their value 
to the company, but were not obliged to 
purchase any shares. If an employee could 
not afford to take up shares offered to him, 
he might either be given financial assistance 
to purchase them, or compensated by an 
increase in his salary. 

R., an employee of the company, who 
held a number of its “‘ A” shares, claimed 
that the dividends received from them 
should not be included as investment income 
for the purposes of assessing the Special 
Contribution, on the ground that they 
constituted income from a source of earned 
income. 

Decision.—Held, that the dividends were 
“income from property attached to or ~ 
forming part of the emoluments of” R.’s 
employment, and hence “ earned income ” 
as defined by Section 14 (3) (6), Income 
Tax Act, 1918. Accordingly, they did not 
constitute “ investment income” for Con- 
tribution purposes, 
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The Student’s ‘Tax Columns 


AN INFANT IS, OF COURSE, ANYONE UNDER 2I YEARS OF AGE, 


An infant earning income, or in receipt of unearned income © 


which has not been taxed, can be assessed in his own name, 
and make claims for reliefs. Where the source of the 
income is not under the infant’s control, the trustee or other 
person having control of the property, etc., is assessed on 
the income and can make claims for relief on behalf of 
the child. 


So long as the income from property is vested, i.e. it is 
the child’s own, without any contingencies attached to it, 
the trustee should claim the child’s reliefs each year, since 
the usual six years’ time limit applies. 

If the infant’s interest in property arises under the pro- 
visions of a will or settlement providing for the income to 
be accumulated for the benefit of the infant contingently on 
his attaining some specified age or marrying, the position 
is different. Any sums spent out of the income of any year 
on the maintenance or education of the infant must be 
grossed up as if they were net payments, and claims for 
reliefs are subject to the six years’ time limit. Within six 
years of the happening of the contingency, however, a 
claim can be made for reliefs for the whole period of the 
accumulations, against the grossed income of each year. 
Any relief already granted is deducted. 


Any repayment of tax belongs to the infant. The claim 
arises even if the child is a life tenant only. 


It should be noted that the only contingencies mentioned _ 


are attainment of a specified age or marriage. Any other 
contingency is irrelevant and gives no right to a claim. 
The accumulations become capital and only give rise to 


Gross Income 


Amount spent on Gross 


maintenance and education equivalent from trust 
Son i £ £ 

1949-50 irrelevant 700 
1950-51 do. 700 
1951-52 do. 700 
1952-53 do. 700 
Daughter 

1949-50 22 100 1,600 
1950-51 120 1,600 
1951-52 84 160 1,600 
1952-53 105 200 1,600 
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INFANTS 


claims because of the special provision in the Income Tax 
Acts to that effect. For sur-tax purposes they are capital, 
Where the income is vested, however, it is the child’ 
income for sur-tax purposes. 


Marriage is regarded as the equivalent of coming of age 
for the purpose of these claims. 


Illustration: By the will of Aman deceased the following gifts 
were made: (a) To his son, aged 10, £20,000 3} per cent. War 
Loan absolutely. (6) To his daughter, aged 7, contingently on 
attaining the age of 25 or marrying under that age, £40,000 4 per 
cent. Stock. The trustees were empowered to maintain and 
educate her, but instructed to accumulate the balance. Aman died 
on May 10, 1949. The amounts spent on maintenance and 
education are shown below, with the yearly claims to date, 
Neither child had any other income. 

No further claim for the son arises; each claim must be made 
within six years from the end of the year of assessment in 
question. The claims for the daughter continue year by year 
on the grossed expenditure until she attains the stated age or 
marries, within six years after which she can claim the balance 
of her reliefs, viz: 


Personal Reduced Rate Total Tax 
Allowance Relief Repayable 
£ sd 
1949-50 £10 at g/- £50 at 6/-; £200 at 3/- 49 10 0 
1950-51 — £40 at 6/6; £200 at 4/- 53 0 0 
1951-52 — £200 at 4/- 40 0 0 

1952-53 _ £20 at 6/6; £150 at 4/-; 
£150 at 2/- 51 10 0 

and so on. 


It is important to remember that the claim is strictly 
construed, If there is any contingency other than attaining 
a specified age or marrying, the claim cannot be admitted, 


REPAYMENT OBTAINABLE: 


Tax on Reduced Rate Relief Total Tax 
Personal Repa 
Allowance 
£ sd 
£110 at 9/- 50 at 6/-; £200 at 3/- g4 10 0 
£110 at 9/- 50 at 6/6; £200 at 4/- 105 15 9 
£110 at 9/6 £50 at 6/6; £200 at 4/- 108 10 0 
£120 at 9/6 £100 Seas ee ‘> at 4/ 134 10 0 
£100 at 9/- 45 0° 
£110 at 9/- £10 at 6/6 52 15 ° 
£110 at 9/6 ste 6/6 68 10 0 
£120 at 9/6 | at 6/6 83 0 ° 
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The Month 


Hesitant Markets 

THE GENERAL UPWARD TREND OF FIXED 
interest stocks, accompanied by a slow 

ing in industrial equities, which was the 
feature of last month’s comment, continued 
into May, but was then reversed as far as 
the fixed interest securities were concerned. 
At the same time, some equities, notably 
inthe textile group, rose because of purchase 
tax concessions. Earlier, the fall in kaffirs 
had been changed into a modest recovery 
in the belief of a political détente within the 
Union. The recovery, however, soon gave 
place to renewed weakness. The occasion 
of the decline in the Funds appears to have 
been the exhaustion of whatever accumula- 
tion of individual savings existed prior to 
the Electricity issue. For some time the 
institutions had been selling to investors of 
moderate means and, as soon as the demand 
fom this quarter ceased, the fall occurred. 
Meanwhile, there persists a fair demand 
from trustees and pension funds for the new 
Electricity stock. This had been to an 
appreciable premium but, of course, fell 
with the rest of the market. The weakness 
may have owed something to the Distillers 
offer. Applications for this were very large 
ait was widely appreciated that allotments 
were likely to be small. Since the calls 
inluded 25 per cent. on application the 
sum involved was very substantial and, in 
view of credit stringency, some selling was 
almost certainly necessary to provide the 
funds required. The fall in equities arises 
from the general feeling of uncertainty as to 
the future of large sections of British industry 
and from the assumed effects of E.P.L. It 
has persisted in face of the appearance of 
excellent results for companies for periods 
ending any time up to end-March last. The 
net effect on the indices compiled by the 
Financial Times between April 23 and May 22 
was: declines from 105.32 to 104.07, for 
fxed interest; for gilt-edged from 94.49 to 
91.85 and for equities from 113.1 to 107.4. 
Of these the first two had risen before the 
reverse by } and } point above the April 
vel. Meanwhile, gold mines, after falling 
fom 90.26 to 87.54 and rallying to 93.02, 

at 90.53. 


The Distillers issue 
The decision of Distillers to raise the sum of 
£10 million, required to finance stocks, by 
the issue of unsecured loan stock convertible 


into Ordinary shares at falling rates over a . 


Period of years, caused a great deal of 


in the City 


comment and a good deal of admiration. 
Several points arise. First, this type of 
finance is most usually associated with 
developing mining propositions and would 
have a rather unsavoury scent if employed 
by industrial undertakings of moderate 
reputation. The financial standing of 
Distillers is, however, so high that the choice 
of this type of issue was hailed as a stroke of 
genius. The second point was the objection, 
not without validity, that, since the stock 
could be converted into equities, it ought 
to have been issued solely to equity share- 
holders in the first case, instead of all those 
connected with the company receiving no 
more than preferential 2A ee This is 
a nice point, but it may well prove to be of 
not much more than academic interest, 
since the issue was covered more than 
sixteen times and allotment to non- 
preferential _ applicants absorbed only 
£750,000 The third point is whether experi- 
ence will suggest that to make an issue by 
these means, at a time when equities are 
distinctly out of favour, is really likely to 
result in better terms for the existing equity 
holder or not. 


1.C.F.C. Good Year 
After seven years, it is possible to say that 
the Industrial and Commercial Finance 
Corporation is rendering a really useful 


service on a considerable scale and has: 


established itself in a reasonably sound 
financial position. Although less new 
business was done in the year to March 31 
than in the preceding period, profits were 
actually substantially higher and it has 
proved possible to write off formation 
expenses, to provide {£200,000 against 
depreciation of securities and to add a 
further £100,000 to reserves, which now 
stand at £600,000, excluding the carry 
forward. The expansion of business on the 
year was financed in the main by calling up 
a further £3 million of loan capital from the 
participating banks and total advances and 
investments exceeded £23.5 million. One 
interesting point is that, over the past two 
years at least, the proportion of applications 
which have finally resulted in business has 
doubled, rising to 16 per cent. This is 
apparently due to greater willingness on the 
part of would-be borrowers to consult 
accountants and others and, perhaps, to a 
better understanding of the aims and limits 
of I1.C.F.C. policy. The outlook for the 
current year must seem rather doubtful. 


Lord Piercy is reasonably optimistic, but he 
points out that the Corporation exists to 
encourage expansion and that E.P.L. is 
designed to tax it. There is also the fact 
that, in his view, dearer money is now itself 
becoming a deterrent to borrowing. Both 
these promise to curtail new business; the 
former even more effectively removes a large 
part of the profit from old. 


. Selective Encouragement for Exports 


Mr. Alan P. Good, managing director of 
Brush Electrical Engineering and a leading 
spirit throughout the Brush-Aboe group, 
has delivered an outspoken attack on certain 
elements of Government policy. He states 
that, unless action is taken, engineering 
exports are likely to fall rather than to rise 
this year. He wants to see a system of 
special allocation of scarce materials to 
manufacturers of goods for export which 
have a high brain content, whose produc- 
tion can be increased and which occupy so 
dominant a position in world markets that 
they need not greatly fear competition. He 
further wants a much more liberal system 
of depreciation allowances and much more 
extended credit facilities for overseas clients 
who need them. Finally, he would like to 
see world farmers who supply our food 
given much more security. Mr. Good is, to 
some extent, asking for the things which 
would benefit his group, but all his sugges- 
tions would bear investigation and some of 
them, if adopted, would certainly yield a 
harvest. 


Option Dealings 


Whenever the stock markets are depressed, 
one can assume that there will be applica- 
tions to the Stock Exchange Council in 
London for the return of old privileges or 
the adoption of new expedients. Some of the 
leading jobbers have been applying this 
month for a restoration of the right to deal 
in options. This is an old demand and it has 
been turned down at the instance of the 
previous Government. This may be the 
moment to press for a revision of that 
refusal. As a piece of market machinery it 
ought, probably, to be restored. It is 
doubtful, however, whether it’ will be at all 
widely used by the public unless and until 
the 2 per cent. stamp duty on purchases is 
reduced. This, coupled with a relatively 
high rate of interest, is likely to make 
options too dear to attract many people. If 
an active option business were restored, it is 
probable that the members of the public 
using this facility would lose to the pro- 
fessionals. But the improvement in the 
market resulting might well bring more than 
compensating benefit to the general invest- 
ing public. The real need is, however, for a 
cut in the stamp duty. 
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Points from Published Accounts | 


A Fine Set of Accounts 


THE ANNUAL REPORT AND ACCOUNTS OF 
Brush Electrical Engineering are a masterly 
presentation. They take matters up to the 
end of 1951, and as it is not practicable to 
change the financial year-end of the 
Canadian subsidiaries, which remain at 
March 31, special accounts which have not 
been audited have been prepared to 
December 31 last for the group consolida- 
tion. The group financial position and the 
need of permanent capital are the subject 
of comment in both the directors’ report 
and the chairman’s speech. It may be asked 
whether bank loans should be segregated 
from current liabilities. While secured bank 
loans may not be current liabilities the 
unsecured loans might well be. Since the 
former amount to £4,463,064 and the 
latter to £115,537, the point is not perhaps 
of practical importance. But the man in the 
street no doubt regards his own bank 
overdrafts as very much of a current 
liability! So, apparently,"do the directors, 
for they refer to the increase “‘ in the use of 
bank facilities, and in current liabilities due 
to other creditors, totalling together some 
£6 million.” 

But we repeat that the report is a masterly 
presentation. It gains strength from the 
inclusion of the chairman’s detailed review 
and pictures of some of the group’s produc- 
tions. There are charts showing the value 
of products invoiced and orders received 
over the past four years—in the second chart 
export orders are compared with those 
received from the home market. A map is 
given showing the world-wide sales organi- 
sation, and some extremely interesting 
diagrams illustrating how raw materials 
prices have risen and the effect of “‘ rationali- 
sation” on total output, output per 
employee, and assembly time per engine. 
There are the usual break-ups of where the 
money goes and of the holdings of the 
company’s Ordinary stock. 

The accounts also go further than most in 
‘giving sales figures and ‘* Cost of goods sold, 
including all expenses of production, 
selling and administration, other than the 
items deducted below.” Over a period of 
years this information can be of increasing 
value to shareholders. 


Investment Depreciation 

In 1951 Vickers received £15,267,081 
British Iron and Steel Guaranteed stock at par 
as a result of the nationalisation of one of its 
associated companies. At the year-end this 
stock showed a market depreciation of 
£1,881,407. The report states that pending 
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legislation regarding the denationalisation 
of the steel industry and a decision being 
taken by the Board thereafter, and bearing 
in mind the substantial surplus (at par 
value) over the book value of the company’s 


holding in English Steel Corporation Limited, ° 


the stock is included in the balance sheet at 
its par value. The year-end market value is, 
of course, shown in the balance sheet and 
the company’s holdings of other British 
Government and Dominion Government 
securities are taken in at their year-end 
market value. 


Depreciation Reserves 


A footnote to the accounts of Chloride 
Electrical Storage indicates that the reserve 
for depreciation and replacement is partly 
a capital and partly a revenue reserve. 
** This matter is being investigated with a 
view to a proper division.”’ In view of the 
use of the word “‘ proper” it is perhaps 
surprising that the auditors’ certificate is 
unqualified. 


Separate Consolidations 


Crosse and Blackwell (Holdings) presents con- 
solidated accounts which exclude those of 
the U.S.A. company and its Canadian 
subsidiary. But a summary of the con- 
solidated accounts of these two concerns is 
presented, and they are accompanied by 
explanatory notes. The first incidgtes that 
there is not a single consolidation as the 
American company is a distinct and 
separate undertaking with outside share- 
holders owning a substantial interest in its 
capital. The parent’s shareholding is shown, 
and its share of the earned surplus and net 
profits, both in dollars and in sterling, so that 
shareholders are brought fully into the 
picture. 


Unfinished Story 

The group profit and loss account of British 
Ropes tells shareholders a part of the story 
and then breaks off. What they want to 
know, of course, is the group cover for their 
dividends, and while they can quite well 
obtain this by turning to the parent’s 
accounts there seems to be no reason why 
the task of reading the accounts should be 
made unnecessarily complicated. In this 
instance the group profit and loss account 
ends with the net profit applicable to the 
parent, but this is sub-divided into that part 
which is retained by the subsidiaries and 
that part which is dealt with in the accounts 
of the parent. From the latter it would 
appear that the margin over the dividend 


uirements is £472,139, whe: as in fac 
it is £671,431. 

It would appear that the coipany ha 
decided to spread its own accoun < over two 
pages and those of the group over one page, 
We respectfully suggest that the decision 
should be reversed next year, aiid that the 
group profit and loss account si:ould carry 
the division of profits story to wat, on the 
latest showing, is a very sweet ciding, 


Group Accounts 


The amalgamation of holding company and 
group accounts is not an unusual practice, 
and in several instances the effect has been 
heightened by presenting the group figures 
on a coloured background. The disadyap. 
tage has sometimes been that the figures are 
rather far apart, so making comparison 
difficult for the myopic. -In a set of accounts 
that has passed our way recently this 
problem has been simply and effectively 
disposed of. The group figures for the two 
years are printed on a coloured background 
but immediately alongside each other, 
They are flanked by the figures of the parent 
alone. Since it is the group picture with 
which shareholders are mainly concerned, 
this method of treatment is very useful 
indeed, and it is worthy of wider adoption. 


Comparative Dividend Figures 
There is, we believe, nothing in the Com- 
panies Act to compel a company to show 
the comparative percentage of Ordinary 
dividends. That must be the reason why # 
many companies are guilty of this omission, 
which must be perplexing for new share 
holders. On their behalf the plea is made 
that the corresponding percentage payments 
for the previous year should be shown in 
brackets either in the directors’ report o 
in the accounts, It is not enough that share 
holders should be able to see whether tht 
total cash distribution is changed. 

It is also requested that dividends m 
different classes of share capital should bt 
shown at their net amount, so that n¢ 
requirements can be compared directly 
with the net profits aftér tax. To show them 


putting the tax provision in the appropri 
tion account is very strong. 
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Readers’ Points and Queries 


,  — 


Schedule A—Maintenance Claim 

Reader's Query—Where the owner of 

i is responsible for landlord’s 

and a tenant occupier for internal 

decorations, how are the claims made in the 
following circumstances? 

1. Under a short lease, where the owner 
wishes to make a maintenance claim for 
expenditure resulting from extensive roof 
repairs, can he claim, bearing in mind that 
the Schedule A receipt is held by the tenant 
occupier (see April issue of AccouNTANCY, 
page 138)? Can the tenant occupier’s 

diture on be aggregated with 
the landlord’s? If so, is the claim appor- 
tioned and on what basis? 

2, If the above lease were a long one, 
would the claim be made in the same way? 

3. In the case of a licensee (e.g. a school- 
master) who resides in a house provided by 
the school for which he pays a rent, the 
Schedule A assessment being made on the 
governors,(a) can the licensee’s expenditure 
on repairs be aggregated, and (6) is the 
licensee entitled to any part of the tax 
recovered ? 

Reply—1. The person entitled to claim is the 
“owner”? who has incurred the expense. The 
term “ owner ®? is not defined, but includes in 
practice any person with a beneficial interest in 
the property, e.g. a tenant paying a rent less than 
the net annual value, a rent-free occupier, and a 
lessor sub-letting at an increased rent a property 
the net annual value of which exceeds the rent paid 
to him. To give effect to this practice, the term 
“proprietor”? has been used as meaning the 
person—whether owner, landlord, or occupier— 
who is liable to bear the cost of maintenance. The 
juct that the tenant holds the Schedule A receipt is 
imelevant. Not having been incurred by the land- 
lord, occupier’s expenditure cannot be aggregated 
with landlord’s expenditure, but the landlord will 
only bring into account the repairs allowance he 
has had. If there is beneficial occupation, the 
tenant can make a maintenance claim up to the tax 
on the annual value of his beneficial occupation. 

2. Yes, but the ground landlord is not the 
“owner”; it would be the lessee. 

3. There is no difference. The governors are the 
landlords. (a) No. (b) Only if he claims as a 
occupier. 


Director’s Fees of Practising 
Accountant 
Reader's Query.—It frequently happens 
that a practising accountant is appointed 
«cretary and/or director of a company and 
in that -apacity acts as financial adviser, 
ttc. Ce. the remuneration received be 
indudec in the accountant’s own accounts 
for taxat'on purposes and be assessed under 


Schedule D, or must it be assessed separately 
under Schedule E? Also must the remunera- 
tion be shown in the company’s accounts as 
directors’ remuneration under the terms of 
the Companies Act? 

Reply.—All remuneration is now chargeable 
under Schedule E unless there is an established 
practice in the individual case for it to be included 
in the accounts for the purposes of Case II of 
Schedule D. In other words, the Revenue do not 
now sanction Schedule D treatment in new cases. 
In our opinion, both the spirit and the letter of the 
Companies Act require such remuneration to be 
included in the directors’ emoluments which must 
be disclosed. 


Excess Profits Levy—Depreciation of 
Sterling 

Reader’s Point.—It must not be overlooked 
that on September 21, 1949, sterling was 
devalued by the Chancellor of the Exchequer 
by about go per cent. It ought, therefore, 
to be permissible to convert “ standard 
profits’ of pre-September 21, 194, into 
the 1952 equivalent at the rate of £1 to 
£1 8s. 8d. 

[The 1949 devaluation was in relation to the 
external value of sterling. Any conversion should 
be in inverse ratio to the rise in internal prices since 
the standard years.—Editor, ACCOUNTANCY.] 


Maintenance Claims—Concessions 

Reader’s Query.—We have recently been 
dealing with a maintenance claim in respect 
of a house purchased in 1948 and sold in 
1951. The Inspector withdrew his original 
agreement to the current year basis because 
our client could not maintain this for five 
years. He admitted a claim bringing in 
notional expenditure equal to the statutory 


repairs allowance, on the basis described in- 


AccounTANCcy (January 1951, page 21, and 
February 1952, page 78), but has since said 
that under a new ruling expenditure for 
years prior to the date of purchase must be 
treated as nil where no evidence of actual 
expenditure is forthcoming. 

Reply.—The Inland Revenue confirm the new 
ruling, but express the view that this is not likely 
to cause great hardship. The following options 
are open in respect of newly acquired property: | 

(a) The “ Average ” basis.—Relief is given on 

; the avérage of the expenditure incurred in the 

previous five years, subject to the production of 
satisfactory evidence regarding the expenditure. 
Where the claimant cannot produce evidence for 
any year the expenditure is taken as nil. 

The “ Current Year ” basis.—The relief is 
computed on the expenditure for the year of 
claim until a five years’ average is available. 
The claimant must agree in writing to continue 


' Reader’s Query—The following footnote 
appears on a recently published balance 
sheet: 

The undistributed profit of the overseas 

subsidiary companies is liable to United 

Kingdom taxation if distributed as dividends. 

We should be much obliged if you could 
briefly expound the incidence in relation to 
an overseas subsidiary of income tax, profits 
tax and E.P.L. and, if possible, state 
whether “residence” has a common 
interpretation for all three taxes. 

Reply.—The note must mean that the sub- 
sidiary companies are controlled abroad and are 
so not under Case I of Schedule D. The dividends 
when declared are, therefore, assessable under 
Case V. “ Control”’ for this purpose does not 
mean control by means of voting power, but by the 
directors, and it is normally situated where the 
directors hold their meetings for the purpose of 
managing the company’s affairs. (See Mitchell v. 
Egyptian Hotels, 6 T.C. 542). 

For profits tax purposes, the only businesses 
liable are those carried on in the United Kingdom, 
or carried on, whether personally or through an 
agent, by persons ordinarily resident in the United 
Kingdom (Section 19, Finance Act, 1937). Only 
therefore come into the profits of the holding 
company; these would not be franked investment 
income. 

a eeu ete Sy Be fern 
same, according to the original Finance Bill 
(except that there is no question er 
investment income anyway!). 


NEW LOGARITHMS 


We have received a specimen sheet of 
logarithms prepared by Mr. William H. 
Hutchinson, A.3.A.A., and obtainable from 
him at 24, Henson Avenue, Blackpool, 
price 5s. per sheet of 300 numbers. Mr. 
Hutchinson’s logarithms are all square 
numbers, and he claims that they provide a 
very simple and speedy arithmetic. Miulti- 
plication is performed by (a) adding the two 
numbers, (6) subtracting one from the 
other, (c) writing down the “ Hutchinson 
logarithms ” of the two results and sub- 
tracting. 
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Publications 


TERMINOLOGY OF COST ACCOUNTANCY. The 
Institute of Cost and Works Accountants. 
(Published by the Institute, London. Price 2s, 6d. 
net.) 

This booklet, comprising an alphabetical 
list of terms, a classification of terms under 
eight principal headings and the definition 
of terms arranged in the classified order, is 
the product of various committees of the 
Institute of Cost and Works Accountants. 
It is a revised version of Costing Terminology, 
published in article form in 1937. The 
Institute aims eventually at a more com- 
prehensive work, which will be 
a wider . . . terminology incorporating terms 
covering the whole field of what has become 
known as Management Accounting. 

The difficulties in preparing a termino- 
logy for a technique which is still rapidly 
developing are considerable. But the 
present publication largely overcomes them 
by restricting to essentials both terms and 
definitions. Equivalent terms appearing in 
the earlier publication are now excluded: 
such familiar expressions as ‘* oncost ’’ have 
completely disappeared. 

The definitions have been kept admirably 
short. Only occasionally does brevity win 
when the addition of a few words would 
have improved the definition. For example, 
a reference to the time element would have 
clarified the following obscure definition of 
** fixed cost ’’ (which supports the contention 
that no cost is fixed): 

a cost which tends to be unaffected by variations 
in volume of output. 

A substantial change is made in the 
definition of “‘ cost.”” In 1937, this term was 
defined as 
the efforts expended, the utilities consumed, the 
risks incurred and the abstinence endured in 
providing a commodity or service. 

It thus included not only the cost accoun- 
tant’s general conception of cost, but also 
the cost of opportunities foregone—oppor- 
tunity cost. The latter element is now 
excluded, for the definition is given as 

the amount of expenditure incurred on a given 
thing. 

The new definition is realistic. It is unfor- 
tunate, however, that the term opportunity 
cost is not defined, for it is no longer a rarity 
in cost accounting literature. 

Marginal cost (‘‘ prime cost plus variable 
overhead ”’) is no longer associated with the 
concept of the marginal product. Similarly, 
contribution (** the difference between sales 
and the marginal cost of sales ’’) loses much 
of its meaning and usefulness by being 
dissociated from the marginal product, on 
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the one hand, and the scarce factor of 
production on the other. 

There will be disagreement with some of 
the definitions. That is inevitable. But the 
number of new terms deiined, particularly 
in connection with standard costing and 
budgetary control, shows the need that 
existed for this fresh terminology. ~ 

Candidates for the examinations of the 
Institute should note that the new termino- 
logy comes into operation after the June 
1952 examinations. E. B. P. 


PALMER’S COMPANY PRECEDENTS, PART TWO 
—WINDING-uP. Sixteenth edition by His 
Honour A. F. Topham, Q.C. (Stevens and 
Sons, Lid. Price £6 15s. net.) 
Like the first volume, General Forms, this 
second volume of Palmer’s standard work 
had not been revised for twenty-one years. 
This new edition is therefore as necessary as 
it is welcome. The work is arranged under 
four sections—(i) Winding-up by the Court; 
(ii) Voluntary Winding-Up; (iii) Winding- 
Up under Supervision; and (iv) Arrange- 
ments, Reconstruction and Amalgamation. 
In the 1,144 pages of text, the painstaking 
labours of a number of workers, under the 
learned editor, have collated almost a 
thousand forms, complete with notes and 
other explanatory material. The numerous 
changes on the earlier edition necessitated 
by the Companies Act of 1948 and the 
Companies (Winding-Up) Rules of 1949 
are exhaustively annotated; the forms are 
meticulously brought up-to-date. This is the 
indispensable reference book for those 
concerned with the law and practice of 
liquidations. L. % 2. 


HOSPITAL ORGANISATION AND MANAGEMENT. 
By Captain J. E. Stone, F.s.a.a. (Faber and 
Faber, Ltd., London. Price £8 8s. net.) 

This is a truly monumental work. It runs 
to more than 1,700 pages and contains 
31 chapters, appendices identified by every 
letter in the alphabet but Z, and a very full 
index. Although a chapter on finance, 
accounts and statistics is included, the book 
is not primarily for the use of accountants; 
indeed, the author directs the attention of 
anyone requiring a fuller treatment of 
hospital accounts and financial administra- 
tion to his companion volume, a revised 
edition of which is now in the press. 

Captain Stone is a recognised authority 
on hospitals. After a distinguished career 
in practical hospital accountancy and 
administration, he now holds the post of 


- 


Director, Division of Hospital acilities 
and Consultant on Hospital Adn. nistration 
and Finance to King Edward’: Hospital 
Fund for London. 

The present volume is the vour:h edition 
of this work of reference, revised 1 the light 
of the National Health Service \ct, 1946. 
Although the title refers only to hospitak 
other aspects of the National He» ':h Servic, 
are also considered, such as the }):1ce in the 
scheme of the local health authorities, One 
doubts whether the book need have beep 
quite so voluminous, for much data cop. 
cerning the methods used in voluntary 
hospitals, apparently reproduced from 
earlier editions, might have been omitted as 
no longer relevant to the changed circum. 
stances since 1948. In fairness to the author, 
it must, however, be mentioned that he 
cites its historical interest as justification for 
the retention of this material. But if history 
was the aim, presumably similar details of 
the administration of the large number of 
hospitals formerly owned by loca! authori- 
ties should also have been included, 

In a short review it is not possible to give 
anything but a brief outline of the vast field 
covered. Every facet of hospital work is 
considered with a wealth of detail. A brief 
historical introduction is followed by an 
explanation of the National Health Service 
Act, 1946. Next comes a useful set of 
definitions of hospital and staffing terms, 
and a chapter containing an interesting code 
of ethics approved and adopted by the 
American Hospital Association and _ the 
American College of Hospital Administra- 
tors. Then follows a_ consideration of 
hospital accommodation requirements and 
the allocation of beds for different types of 
treatment. — 

The descriptive matter on appointments 
systems, in the section on admission and 
registration of patients, makes interesting 
reading to anyone who has ever attended 
an out-patient department. Appointment 
or no appointment, the patient still seems 
to have to wait a long time in depressing 
surroundings. A number of chapters 
dealing with the principles of organisation 
and management, meetings and reports 
personnel, administrative training, law, 
and so on, will be of particular interest t 
administrators, although they will have 
be careful not to pay too much attention t 
the recapitulation of voluntary hospital 
practices having little relevance to present 
day conditions. Succeeding chapters are 
devoted to such specialist matters 
nursing, catering, social service, medical 
records — including the application 
punched cards—laundries, and equipment 
and supplies. 

In the chapter on finance, accounts and 
statistics the author makes it clear that he 
has been content to give only a brief outline 
of the subject since his fuller treatise W 
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gon be p»blished. It is nonetheless a pity 
that two-thirds of this comparatively short 
chapter is given up to a description of the 
counting and financial procedure in 
voluntary hospitals before 1948. 

The next chapter, a lengthy one concern- © 

ing publicity, public relations and appeals 
~~ might perhaps have been omitted, 
but the four subsequent ones on simplifica- 
tio and standardisation, and hospital 
design, planning and construction are 
comprehensive and useful. Further short 
chapters on health centres, fire prevention, 


libraries are followed by a miscellaneous 
chapter in which reference is made to such 
features of the Health Service as the 
management of canteens and shops, ambu- 
lances, the care of keys, blood transfusion 
and the control of poisons. 

Finally, we are given nearly 300 pages of 
appendices, containing a wealth of statistical 
i reproductions of countless 
forms, and extracts from innumerable 
memoranda, reports and Government 
circulars, and the like. 

Captain Stone’s encyclopaedic knowledge 
of hospitals will be the envy of all hospital 
executives. They will certainly. have no 
excuse for not knowing where to look for 
accurate information on any aspect of 


METHODS OF WAGE PAYMENT IN BRITISH 
nousrry. By Norman C. Hunt, B.com., 

Higher Studies in Commerce Series. Sir 
‘iy Pome ead Sind, Lid., London. Price 


AsDr. Hunt points out, the main incentive 
tolabour and management to expand output 
undoubtedly financial. In 1949 the system 
of“ piece work ” or “‘ payment by results ” 
covered some 29 per cent. of manual workers 
in “ manufacturing ” 
country, compared with 25 per cent. in 
1938. Dr. Hunt remarks, without comment, 
that the percentage in the United States is 
about the same. Most of his book is devoted 
to a brief description of the variations on 
the “ piece-rate” system. It deals with 
premium bonus and point premium methods, 
gfoup incentives, merit rating, co-partner- 
ship and profit sharing, the last of which is — 
discussed very fairly and lucidly. 
method of wage payment is clearly described. 
The reactions to them of workers and trade 
unions are considered but other comments 
ae largely restricted to quotations from 
other works and authorities. 

The need for further work on the subject 
is underlined by the several references to 
studies dating back to the *20s and ‘early 
‘90. Now that the era of cheap labour is 
atan end, it is to be hoped that current 
research into labour relations and allied 


industry in this 


fields in conditions of full employment will 
soon begin to bear fruit. Dr. Hunt has 


certainly done his share in the task of 


enlightenment. In particular, students 
preparing for professional examinations in 
which a knowledge of management is 
required will appreciate his impartial and 
concise treatment. Compression frequently 
leads to lack of clarity, but Dr. Hunt’s work 
is commendably free from this failing. 
A. RL 


HANDBOOK ON THE INCOME TAX 7 1952. 
(Butterworth & Co. (Publishers), Lid. Price 
£1 75. 6d. net.) 
INDEX TO INCOME TAX ACT, 1952. Compiled 
by John Gilbert, A.c..s., F.c.1.c. (Barkeley 
Book Co., Lid., Stanmore. Price 7s. 6d. net.) 
It seems that the Inland Revenue Depart- 
t is at its best when it is required to do 
the impossible. A comprehensive and 
workable scheme of tax deduction, known 
as P.A.Y.E., was evolved soon after a White 
Paper had shown the subject to be intract- 
able; and now, quickly and with the utmost 
efficiency, a single Bill has been produced 
and enacted, to consolidate income tax 
legislation. Readers will not need to be 
reminded of the number of annual, and 
often bi-annual, Finance Acts, over which 
the provisions were strewn in calculated 
chaos. Although it has been necessary for a 
distinguished committee to certify that the 
Income Tax Act, 1952, represents pure 
consolidation, and is not intended to alter 
the application of the law, let it not be 
thought that this work is nothing more than 
a scissors and paste production. Dissolving 
the concentration of cross-references, and, 
inevitably, making some new ones, must 
have been a considerable task. 

The arrangement is logical. After pre- 
liminaries, and procedural matters, the 
five Schedules are covered in Parts III to VI, 
followed by provisions governing annual 
payments and dividends. Personal reliefs 
are brought together in Part VIII; Part IX 
deals with sur-tax; Parts X and XI with 
capital allowances; and income reliefs for 
losses and double taxation occupy Parts 
XII and XIII. Problems associated with 
special types of taxpayer are assembled 
togeth women, trustees, and 
non-residents. Other special cases, such as 
deceased estates, banks, assurance com- 
panies, industrial societies and charities, 
might have been expected to follow, but 
they are separated by Parts XVII and 
XVIII, on pension schemes and settlement 
income. Miscellaneous matters complete 


the last four parts, and twenty-five schedules 
deal with procedural matters, and details 
(e.g. double tax reliefs) relegated from the 
main body of the legislation, on lines already 
familiar from Finance Acts. 

- Welcome as the consolidation certainly is, 


transitional problems are presented to 
accountants and all those to whom constant 
references to the legislation are necessary. 
Both the publications reviewed here have 
been expeditiously produced to meet this 
difficulty. The Handbook is issued as part of 
the service associated with Simon’s Income 
Tax and provides a link with text in the 
first edition which refers to previous 
legislation. This volume is, however, 
available as an independent volume to all 
users. It contains within one cover the 
text of the 1952 Act, and a three-part index. 
The first part provides cross-references from 
the old legislation to the new, with marginal 
notes of explanation, so that practitioners 
may find the new reference of sections long 
familiar. (By what kind dispensation has 
the celebrated “Section 34” become 
Section 341!) Conversely, a reference to a. 
new Section may be identified with its 
antecedent, in the second part of the index. 
The third is the index proper—Section, 
sub-Section and schedule references to 
subject-matter. The Jndex, compiled by Mr. 
Gilbert, covers within a convenient compass 
of 68 pages the third part of the Handbook, 
that is, subject-matter references. The type 
is clear and sub-headings shown in relief, 
which facilitates quick reference. ~ 
Preparation of an index is largely a matter 
of individual approach and emphasis, and 
there are differences in and omissions from 
both of these. The Handbook has the obvious 
advantage of being complete, and will prove, 
and indeed is proving, very useful to the 
practitioner. The Index may be recom- 
mended to those who are working with the 
Stationery Office copy of the Act, and may 


- well be valuable in such circumstances. 


J. 8. H. 


BOOKS RECEIVED 


FINANCIAL CONTROL FOR THE SMALL MANU- 
FACTURER. By Francis Simmonds, F.c.w.A., 
AM.LLA. Second edition. (Jordan & Sons, 
Lid. Price 15s. net.) 

PREPARATION FOR PROFESSIONAL EXAMINA- 
tions. By J. H. Burton, F.s.A.A., F.1.M.T.A. 
(Gee & Co. (Publishers), Lid. Price ros. net.) 
THE CERTIFIED AND CORPORATE ACCOUN- 
TANTS’ YEAR BOOK, 1951-52. (Association of 
Certified and Corporate Accountants, 22, Bedford 


Square, London, W.C.1.) 
COVENTRY’S CIVIC CHEST, 1951. (City 
Treasurer's Department, The Council House, 


The (Liquidation) Branch of the 
Board of Trade is moving from Lytham St. 
Annes, Lancashire, on June 5, 1952. Corres- 
pondence after that date should be addressed 
to the Branch at Lacon House, Theobalds Road, 
London, W.C,1. 
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Legal 


Notes 


Company Law—Ostensible Authority of Directors 

In Rama Corporation, Ltd., v. 
Proved Tin & General Investments, 
Ltd. (1952, 1 A.E.R. 554) the R. Company, 
through its director A., purported to enter 
into a contract with the P. Company 
through its director B., and then sued the 
P. Company for breach of contract. The 
defence was that B. had no authority to 
make the contract and the case turned on 
the question whether the P. Company were 
estopped from denying B.’s authority by the 
fact that by the articles of association the 
directors might delegate any of their powers, 
other than the power to borrow money and 
make calls, to committees consisting of such 
members of their body as they thought fit. 

Slade, J., found as a fact that at the time 
when the alleged contract was made A. had 
not read the articles of association of the 
P. Company nor did he know that the 
directors of the P. Company had any powers 
of delegation. On these facts the learned 
judge held that he was bound to find that 
there was no contract owing to the decision 
of the Court of Appeal in Houghton & Co. v. 
Nothard, Lowe & Wills (1927, 1 K.B. 246). 
That case established three principles: (a) 
a person who, at the time of purporting to 
make a contract with a company, has no 
knowledge of the company’s articles cannot 
rely on those articles as conferring ostensible 
or apparent authority on the agent with 
whom he deals; (6) the doctrine of con- 
structive notice of a company’s registered 
documents (e.g. the memorandum and 
articles) operates against a person who fails 
to inquire but does not operate in his 
favour against the company; (c) a person 
cannot set up an ostensible or apparent 
authority unless he relied on it in making 
the contract or supposed contract. 

The learned judge went on to say that the 
difficulty in the case was caused by the 
subsequent decision of the Court of Appeal 
in British Thomson-Houston Co., Lid. v. 
Federated European Bank, Ltd. (1932, 2 K.B. 
176). In his view the reasons given for the 
decision in that case were irreconcilable 
with the earlier case and should not be 
followed. 


Executorship Law and Trusts—Meaning of 
Permanent Residence. 


In re Gage’s Will Trusts (1952, 
1 A.E.R. 827), a testatrix directed that, if 
certain legatees under her will did not 


** take up permanent residence in England ” 
within six months of becoming entitled to 
their legacies, those legacies should fail. 
Roxburgh, J., construed the words as 
meaning “‘ take up residence in England 
with the intention that such residence 
should be permanent”; this embodied a 
conception which was clear and precise, and 
the defeasance clause was not void for 
uncertainty. . 


Executorship Law and Trusts—Meaning” of 
“ec Survive ” 

The case of re Hodgson, deceased 
(1952, 1. A.E.R. 769) shows the pitfalls 
involved in using the word “ survive” in 
a will. A testator left the residue of his 
estate upon trust for his son for life and after 
his death in trust for “‘ such of the child or 
children of his who shall survive me.” 
Roxburgh, J., applying Elliot v. Joicey (1935, 
A.C. 209), said that according to the ordin- 
ary meaning of “survive” the person 
surviving should be living at and after the 
relevant date and that there was nothing in 
the will or the surrounding circumstances 
to displace that ordinary meaning. His 
lordship therefore held with considerable 
reluctance that no child born after the death 
of the testator could take under the will. 


Insolvency—Trustee in Bankruptcy Suing as an 
Assisted Person 


In R. v. Manchester Legal Aid 
Committee (1952, 1 A.E.R. 480), an 
interesting point arose under the Legal Aid 
and Advice Act, 1949. A. was granted a 
legal aid certificate and started an action 
against B. A. then went bankrupt and his 
certificate was revoked. ‘His trustee was 
then granted a certificate to continue the 
action on A.’s behalf, but before granting the 
certificate the legal aid committee and the 
National Assistance Board considered only 
A.’s means and not the means of the trustee, 
who was an accountant with a disposable 
income in excess of £420, the limit imposed 
by the 1949 Act. B. then applied for an 
order of certiorari to quash the certificate. 

The Divisional Court granted the order. 
If a trustee in bankruptcy brings an action, 
he is personally liable to . :is opponent for the 
costs. The committee and the Board ought 
to have considered the rieans of the trustee 
and this they had not done. Therefore the 


committee had exceeded their j -‘sdiction 
and the certificate was invalid. 

One last sad word—the iruvtce was 
ordered to pay the costs of the certiongy; 


Miscellaneous—Bills of Exchange 

R. drew two promissory notes ‘n favour 
of F, & F.N. Co., and these were endorsed 
to A. by the payees, a firm, with the words 
“F. & F.N.” the word “ company ” being 
omitted. The notes were dishonoured and 
A. sued R. 


In Arab Bank, Ltd., v. Ross (1959, 
1 A.E.R. 709) R. argued that the omission 
of the word “ company” gave rise to a 
reasonable doubt whether the payees and 
the indorsers were necessarily the same and 
therefore the notes were not complete and 
regular on their face and A. could not bea 
holder in due course. The Court of Appeal 
agreed with this argument but said that 
nevertheless the title to the notes passed to 
A., who was a holder for value. R, had 
failed to establish any fraud or defect in 
A.’s title and therefore he was liable. 


Miscellaneous—Exemption of Armed Forces from 
Civil Process. m 

The usual method of enforcing judgments 
for small sums is the judgment summons. 
After hearing evidence of the debtor's 
means the judge orders him to pay the debt 
by such instalments as he is capable of 
paying and he may further order the debtor 
to be sent to prison if he fails to pay those 
instalments. Since 1705, however, members 
of the Forces of the Crown have been 
granted certain exemptions from civil 
process. The exemption of airmen is now 
regulated by Section 144 (1) of the Air 
Force Act, which provides that: 

An airman of the Regular Air Force shall not 
be liable to be taken out of Her Majesty's 
service by any process, execution or order of any 
court of law or otherwise . . . except . . « (@) 
on account of a charge of or conviction for 
crime or (4) on account of any debt, damages 
or sum of money, when the amount exceeds £39 
over and above all costs of suit. 

In Boon v. Boon (1952, 1 A.E.R., 760),8 
wife who had obtained a decree nisi against 
her husband, a regular airman, took out 4 
judgment summons to enforce an order for 
costs which amounted to £59. She alleged 
that this was a separate debt. Collingwood, 
J., however, upheld the husband’s contet- 
tion that where there was no debt apart 
from the costs of the suit the airman ws 


~ protected, and he dismissed the summons. 


The wife, of course, was not in a position 
to make her husband pay for the costs befor 
they were incurred, but the case may serv 
as a useful reminder of the risks involved 
in giving credit for small sums to membes 
of the Forces. 
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THE SOCIETY OF 


Incorporated Accountants 


SIXTY-SEVENTH ANNUAL GENERAL MEETING 


—_—_—_ 


THE SIXTY-SEVENTH ANNUAL GENERAL 
meeting of the Society was held at Incor- 
ted Accountants’ Hall on May 21. 

The President, Mr. C. Percy Barrowcliff, 
rs.A.A., moved the adoption of the report 
and accounts. His speech is printed on 
pages 191-4 of this issue. 

The motion was seconded by the Vice- 
President, Mr. Bertram Nelson. 

Mr. Joun AInsworTH, M.B.E. (Liverpool) 
referred to the restoration of Incorporated 
Accountants’ Hall. It must be evident to all 
the members, particularly those who had 
had to obtain licences and compensation for 
war damage, that behind the scenes there 
must have been a considerable amount of 
voluntary service performed on behalf of the 
Society by the Finance and General Purposes 
Committee, of which the chairman was 
Mr. E. Cassleton Elliott. 

Mr. Ainsworth moved that the Society in 
general meeting place on record its apprecia- 
tion of the services of Mr. Cassleton Elliott 
in the restoration of Incorporated Accoun- 
tants’ Hall, and that during the ensuing 
year the Council should consider some 
fitting memorial in the Hall to commemor- 
ate the work. 

Mr. Hucu O. Jounson (Bath) seconded 
the resolution, which was carried unani- 


Mr. E. CassLeton Exxiotr said he had 
been engaged as chairman of the Finance 
and General Purposes Committee in looking 
after the restoration, but he had done it 
vicariously through the permanent staff of 
the Society. When he first saw the ruin he 
thought it would be fairly simple to restore 
it, but that eminent architect, Sir Percy 
Thomas, pointed out that it was a question 
of rebuilding a great portion of the Hall. 

This was their home, and he hoped 
that it would always remain their home 
(Hear, hear). The cost had been very 
large and they had had to bear part of it 
themselves, but he was sure they would 
agree that it was well worth while. 

Mr. C. R. Rippincton (Leicester) said 
they were all much indebted to the Presi- 
dent for his wise and comprehensive 
address. He was rather disappointed in the 
results of the Co-ordination Committee, 
but no doubt they were doing the best they 
could in tlie circumstances. He was par- 
Ncularly ‘interested in the President’s 


remarks on changing money values. The 
economic set-up in this country was 
gradually changing. It was combining the 
empirically best elements of laissez faire and 
of controls. 

There was need for the establishment of 
some objective standards that would be 
accepted by capital, labour and consumers 
in each of our industries. Accountants had 
an ideal opportunity, in conjunction with 
such bodies as the Institute of Production 
Engineers and the Royal Statistical Society, 
to prepare such standards. The reward any 
industry should receive from the community 
could be determined. The targets, the 
capital investment, the labour output, the 
use of plant, space, stocks, etc., could all be 
given as objective standards which could, if 
need be, be audited and reported on by 
skilled accountants. 

Mr. E. Emmerson (Leeds), as an accoun- 
tant engaged in industry, thanked the 
President for giving such a prominent place 
in his speech to “ Business as a continuing 
enterprise.”” His own company had started 
its 213th year in business, in spite of all 
the acts of the various Governments that 
had been in power. 

He hoped that some good would come 
—and come quickly—from the suggestion 
by the Institute of Chartered Accountants 
that the accountancy bodies should discuss 
the important topic of accountancy and 
changing price levels. The biggest single 
problem facing industry at the moment, 
particularly the medium-sized business, was 
that of having enough money in the kitty 
to pay the accounts at the end of the month. 

Turning to taxation, one point which was 
not sufficiently stressed was that when one 
made profits most of them were tied up in 
financing increased stocks, while the Chan- 
cellor of the Exchequer took away his share 
in cash. , 

Mr. E. J. WALpRon (Southampton) also 
said how much pleasure and pride they felt 
at being back in their own Hall. 

He welcomed the President’s comprehen- 
sive survey and his pungent comments on 
taxation and national expenditure, and the 


incidence of death duties. Mr. Waldron 


hoped it would be possible for the Council 
to put those views before the appropriate 
authorities. ~ PN 

In the printed report there was a reference 


to the Practice Committee having collected 
data on certain subjects. One report, on 
the duties of auditors in regard to directors’ 
emoluments, had already been published. 
Were the notes on the other subjects likely 
to be published and circulated to members? 

Tue Presiwent said, in reply to Mr. 
Riddington’s question about co-ordination, 
that while they had not advanced as far as 
they would like, it was a considerable 
improvement on the existing position. 

Mr. Bertram NeEtson (Vice-President) 
said that Mr. Simmonds, as chairman of the 
committee dealing with the publication of 
practice notes, hoped to publish something 
quite soon. 

The resolution for adoption of the report 
and accounts was put to the meeting and 
carried unanimously. . 

The President presented the Gold Medal 
in respect of the Final examinations held in 
1951 to Mr. Ernest William Barnes, Bristol, 
and the Silver Medal to Mr. Derek Mather, 
Liverpool. (Applause.) ; 

On the motion of Mr. K. E. C. Budge, 
seconded by Mr. K. R. Stanley, the Council 
members who retired under the provisions of 
Article 49 were re-elected. 

Three members who had been appointed 
to fill occasional vacancies on the Coungi 
under the provisions of Article 48 retiredat 
the meeting, but being eligible offered 
themselves for re-election. They were 
unanimously re-elected, the proposers and 
seconders being respectively Mr. E. Webb 
and Mr. A. G. Lee, p.s.0.; Mr. J. A. Jackson 
and Mr. A. C. Simmonds; and Mr. 
Andrew Brodie and Mr. W. H. Fox. 

Mr. Edward Baldry proposed and Mr. 
C. M. Foxon seconded that the fees of the 
auditors—Mr. Stanley I. Wallis, Incor- 
porated Accountant, and Mr. James A. 
Allen, Incorporated Accountant—who were 
willing to continue in-office for a further 
year, be fixed at one hundred guineas each, 
Mr. Wallis’s travelling expenses to be paid 
in addition. Mr. Baldry expressed the 
members’ thanks to the auditors for their 
past services. Mr. C. M. Foxon seconded 
the motion, which was carried. 

Mr. E. Cassleton Elliott proposed a vote 
of thanks to the President for, all his work 
during the year and for his conduct in the 


BRANCHES AND DISTRICT SOCIETIES 
CONFERENCE 


A CONFERENCE WAS HELD ON MAY 22 
between representatives of Branches and 
District Societies and members of the 
Council. A list af those present willbe 
published in our next issue. 
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SIXTY-SEVENTH ANNUAL REPORT* 


HIS LATE MAJESTY KING GEORGE VI 


AN ADDRESS WAS PRESENTED TO HER MAJESTY 
The Queen expressing the profound grief 
and sympathy of members of the Society 
upon the death of’ His Majesty King 
George VI. The Address concluded with an 
affirmation of the devoted loyalty of 
Incorporated Accountants to Her Royal 
Person upon her accession to the Throne 
and with a prayer that Her Majesty might 
long be spared to reign in peace and 
happiness. . . 

In addition a message of condolence was 
sent to Her Majesty Queen Elizabeth The 
Queen Mother. 


PRESIDENT AND VICE-PRESIDENT 
At a meeting of the Council held on Wed- 
nesday, May 23, 1951, Mr. C. Percy 
Barrowcliff, F.s.A.A., Middlesbrough, and 
Mr. Bertram Nelson, F.s.A.A., Liverpool, 
were elected President and Vice-President 
respectively for the ensuing year. 


NEW HONORARY MEMBER OF THE SOCIETY 


Mr. Walter Holman was appointed an 
Honorary Member of the Society on 
January 23, 1952, in recognition of his out- 
standing services to the Society. Mr. 
Holman was President of the Society from 


1937 to 1939. 


ACCOUNTING IMPLICATIONS OF CHANGING 
MONEY VALUES 


The Report of the Committee on the 
Taxation of Trading Profits (Cmd. 8189) 
asserts that the theoretical view which 
requires “‘ that a proper system of computing 
profits must necessarily take into account 
changes in the value of money ” is a view 
which “ is certainly not generally accepted 
by the majority of accountancy opinion.” 

Accounting practices as now applied to 
the periodic measurement of business 
income were conceived in a period of 
relative price-level stability. In the past 
decade depreciation in the value of money 
has called into question with gathering 
momentum the validity of some of these 
practices and has reached a point which 
compels their re-examination. Accordingly 
the Council set up a representative Com- 
mittee in October 1951 to re-examine the 
theoretical view to which the Committee on 
the Taxation of Trading Profits refers with 
the object of making recommendations 
acceptable both to the business community 
and to the accountancy profession. 


St egrets eaneet Sumh Bo cast enpest Ge 
poem | Incorporated Accountants, presented at the 
general meeting held on May 21, 1952. 
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MEMBERSHIP 
Hon. 

Fellows Associates Member: Total 

As at December 31, 1949 1,890 6,604 2 8,496 
Ae st December 31, 1950 1,936 6,850 1 78; 
New Members and Readmissions 2 533 535 
Transferred from Associateship 81 81 
2,019 7,383 I 403 

Deduct: 
Transferred to Fellowship ‘ ve 81 8 
Resignations, deaths and other causes 51 - 67 118 
‘As at December 31, 1951 1,968 75235 I 9,204 
Members in Practice .. 1,546 1,749 ss 
Members Not in Practice 422 5 I 5,909 
1,968 75235 I 9,204 


ROYAL COMMISSION ON THE TAXATION OF 


PROFITS AND INCOME 

The Royal Commission on the Taxation of 
Profits and Income invited the submission 
of evidence in two parts. The first part was 
devoted to general social and economic 
questions, and the second part to specific 
and more detailed issues. The Society 
submitted memoranda on both parts and 
the Council acknowledges the valuable 
assistance given by the Taxation Committee 
of the Incorporated Accountants’ Research 
Committee. Extracts from the memoran- 
dum on the first part were reproduced in 
the October 1951 issue of ACCOUNTANCY. 
The second memorandum will be published 
shortly.T 

During 1951 some public sessions of the 
Royal Commission were held at Incor- 
porated Accountants’ Hall. 


EXCESS PROFITS LEVY 


Shortly after the announcement of the 
intention of Her Majesty’s Government to 
impose a form of excess profits tax, the 
Chancellor of the Exchequer invited the 
Society to submit a memorandum on the 
subject. The time available was very short 
and opportunities for consultation were 
limited. The memorandum, for which Mr. 
A. Stuart Allen, F.s.a.a., was mainly 
responsible, was reproduced in the February 
1952 issue of Accountancy. The Council 
has expressed its special appreciation to 
Mr. Allen. 


DIRECTORS’ EMOLUMENTS 
As a result of representations to the Society 
by the Chartered Insti:ute of Secretaries, 
the Council made a recommendation. to 
members on the duties of auditors as regards 
directors’ emoluments under the Companies 


Act, 1948. A copy of the recommendation, 
and of the Joint Opinion of Mr. Gerald 
Upjohn, x.c. (now Mr. Justice Upjohn) 
and Mr. J. W. Brunyate on which it is 
based, is enclosed with this report.{ 


CO-ORDINATION 
In his presidential address at the anfual 
meeting on May 23, 1951, Mr. A. Stuart 
Allen, F.s.A.A., explained with regret why 
the Co-ordinating Committee was unable to 
submit agreed proposals for the regulation 
of the accountancy profession on the general 
lines envisaged during recent years. It was 
decided, however, that the Co-ordinating 
Committee should remain in being to 
explore the possibility of securing some 
measure of regulation in the limited field of 
the audit of company accounts. The Co- 
ordinating Committee has now agreed to 
recommend to the Board of Trade that the 
requirements of the Companies Act, 1948, 
should be strengthened as regards the 
qualification of persons for appointment as 
auditors and that the application o 
Section 161 of the Act should be extended 
to all companies. 


ACCOUNTANTS’ JOINT PARLIAMENTARY 
COMMITTEE 

The Accountants’ Joint Parliamentary 
Committee continued its task of examining 
all Parliamentary matters relating to the 
qualification and status of auditors. In 
legislation involving the expenditure of 
public funds and the appointment o 
independent auditors, Parliament has com 
tinued to adopt a form of audit clause which 
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in effect prescribes membership of one or 
gore of the bodies represented on the Joint 
Committee as the qualification essential for 
appointment as auditor. 


\pPLICATION OF STATISTICAL TECHNIQUES TO 
ACCOUNTING DATA 

for some time it has been felt by some 
members of the profession that mathematical 
and statistical techniques have never been 
thoroughly examined in relation to their 
application to accounts. With the develop- 
ment of management accounting it is 
sainly desirable that a thorough investiga- 
ion of this subject should be undertaken. 
Itis, therefore, a matter of pleasure to record 
that the Council of the Royal Statistical 
Society has accepted the invitation of the 
Council to appoint representatives to sit on 
a Joint Committee to study statistical and 
mathematical techniques in their practical 
application to accounting data. It is hoped 
that in due time it will be possible to produce 
ajoint report detailing a number of prac- 
tial recommendations. Dr. D. Heron, a 
Past President of the Royal Statistical 
Society, is the Chairman of this Joint Com- 
nittee. The Royal Statistical Society is also 
represented by Mr. J. R. N. Stone, c.3.z., 
and Mr. A. W. Swan. Mr. F. A. A. Menzler, 
cBE., is a member of this Committee 
representing the Institute of Actuaries. 
The members of the Society on this Joint 
Committee are Mr. F. Sewell Bray, F.c.A., 
AA. Mr. L. C. Hawkins, F.s.a.a., and 
Mr. Bertram Nelson, F.s.A.A. 


CHANGES IN APPOINTMENT AS AUDITOR OR 
PROFESSIONAL ACCOUNTANT 

In January 1952 the Council issued the 

flowing pronouncement: 

It is the duty of any member of the Society, 
before accepting nomination for appointment as 
auditor or agreeing to act as professional accoun- 
tant to a company, partnership, private owner 
ofa business or individual, to communicate with 


the previous or existing auditor or professional 
accountant. 


REGSTER OF MANAGEMENT AND INDUSTRIAL 
CONSULTANTS 
The Council has decided that permission 
cannot be given to a member of the Society 
or the name of any firm or company of 
which he is partner or director to be 
mluded in the Register of Management 
ad Industrial Consultants maintained by 
the Britisl: Institute of Management if that 
im or company undertakes in the course of 
is duties any work which comes within the 
feld of public accountancy. 


SIXTH INTERNATIONAL CONGRESS ON 
ACCOUNTING 
The Sixth International Congress on 
Accountiny; is to be held in London from 
June 16 5 20, 1952. Sir Harold Howitt, 


G.B.E., D.S.0., M.C., F.C.A., and Mr. C, Percy 
Barrowcliff, F.s.a.A., have been appointed 
President and Vice-President of the Congress 
respectively. Mr. A. Stuart Allen, F.s.A.A., 
is Vice-Chairman of the Congress Council, 
and Mr. Bertram Nelson, F.s.a.A., is Chair- 
man of the Papers and Publications Com- 
mittee. 

Mr. Barrowcliff will submit a paper on 
“Fluctuating Price Levels in Relation to 
Accounts ” at the Congress meeting to be 
held in the Royal Festival Hall on Tuesday 


morning, June 17, 1952. 


BRANCHES AND DISTRICT SOCIETIES 
The annual conference between represen- 
tatives of Branches and District Societies and 
members of the Council was held in London 
on May 24, 1951. 

All Branches and District Societies again 
arranged programmes of lectures and some 
formed research groups which co-operated 
in the work of the Incorporated Accoun- 
tants’ Research Committee. In two districts 
panels were established to give advice to 
members on matters of professional practice; 
but most of the work done was in the field of 
professional education of students. Week- 
end residential courses for Intermediate and 
Final candidates were organised by the 
District Societies of Hull, Liverpool, Man- 
chester and Newcastle upon Tyne. The 
London Students’ Society held two resi- 
dential courses at Ashridge during March 
and April 1951—a course for Intermediate 
candidates from March 15 to 21, and a 
course for Final candidates from April 14 
to 20. Further pre-examination courses 
were held by the London Students’ Society 
at King’s College, London, in September 
1951. 

Upon the resignations of Mr. F. P. L. 
Roberts, F.s.A.A.. Mr. D. McMichael, 
F.s.A.A., and Mr. C. H. Sutton, F.s.a.a., the 
Honorary Secretaryships of the West of 
England, Yorkshire and East Anglia Dis- 
trict Societies were accepted by Mr. F. C. 
Smailes, F.s.a.A., Mr. B. C. Stead, A.s.A.A., 


and Mr. R. H. Taylor, F.s.a.A., respectively; 


to all these members and to the members of 
Committees of Branches and District 
Societies the Council records its warm 
thanks. 


SOUTH AFRICAN BRANCHES 

Liaison with the South African Branches 
was maintained by the visits to this country 
of Mr. G. W. A. Chubb, 4.s.a.a., and Mr. 
R. B. Hogg, M.c., F.S.A.A., Past Chairman 
and former Honorary Secretary of the 
Northern Branch. Mr. Chubb was a 
member of the South African Cricket Team 
and played with distinction in all the Test 
matches last summer. 

A summary of the report of the South 
African Branches, which contains a reference 


to the Public Accountants and Auditors 
Act, is subpended.* 


INCORPORATED ACCOUNTANTS’ HALL 
The restoration of Incorporated Accoun- 
tants’ Hall, which was acquired by the 
Society in 1928 and was opened by His Late 
Majesty King George VI (then His Royal 
Highness The Duke of York), was com- 
pleted in May 1951, two months short of 
seven years from the date of the original 
damage wrought by a flying bomb. The 
Lord Mayor of London (Alderman Sir 
Denys Lowson, BT.) and many other dis- 
tinguished guests were entertained at 
receptions given by the President and 
Council to mark the occasion. 


CONFERENCE AT DUBLIN 

A conference, which happily coincided with 
the fiftieth anniversary of the Irish Branch, 
was held in Dublin from June 13 to 16, 1951. 
The conference was formally opened by the 
Lord Mayor of Dublin at a reception at the 
Mansion House. Papers were submitted by 
Senator E, A. McGuire (Private Enterprise or 
Socialism?), Mr. Bertram Nelson, F.s.A.A. 
(Profit and Loss), Mr. J. Drennan Radcliffe, 
F.S.A.A., M.COM.SC. (The Presentation of 
Directors’ Reports and Statements of Account) ; 
the late Mr. W. L. White, F.s.a.a. (then 
Vice-President of the Irish Branch) (Govern- 
ment Policy in Relation to the Economic Develop- 
ment in the Republic of Ireland). 

Members and guests were entertained at 
a banquet given by the Society and at 
luncheons given by the Irish Branch and by 
the Incorporated Accountants’ District 
Society of Northern Ireland. Members 
attending the conference were also enter- 
tained at a Government reception given by 


- the Department of External Affairs at 


Iveagh House. 

A report on the conference was published 
in the July 1951 issue of AccouNnTANCY. 
High praise is due to the Council of the 
Irish Branch, and particularly to the 
President, Mr. Mervyn Bell, F.s.A.A., and 
to the Honorary Secretary, Mr. John Love, 
F.S.A.A., for arranging such a successful and 
enjoyable conference. 


COURSE AT CAIUS COLLEGE, CAMBRIDGE 
A course held at Caius College, Cambridge, 
from September 13 to 18, 1951, was 
attended by 92 members. 

Addresses were delivered by Dr. R. F. 
Henderson, Lecturer in Economics in the 
University of Cambridge, on “‘ Some Effects - 
of Inflation” and by Mr. Noel Hall, 
Principal of the Administrative Staff 
College, on ‘‘ Towards a Profession of 
Management?” Mr. J. Harold Stewart, 
c.P.A., Boston, Past-President of the Ameri- 
can Institute of Accountants, paid a special 
visit to this country to present a paper on 


* Not reproduced owing to pressure on space. 
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“* Auditing Procedures in the U.S.A.” The 
President and Council are deeply indebted 
to Mr. Stewart and look forward to welcom- 
ing him and other members of the American 
Institute when they come to London in 1952 
to attend the Sixth International Congress 
on Accounting. Papers were also submitted 
by Mr. C. V. Best, F.s.A.a., and Mr, J. A. 
Jackson, F.C.A., F.S.A.A. (Taxation: Some 
Practical Problems), Mr. F. Sewell Bray, 
F.C.A., F.S.A.A. (Accounting Principles), Mr. 
Philip Randall (Company Law), Mr. C. E. 
Sutton, A.s.A.a. (Productivity, Profits and 
Prices). 

The Council records its gratitude to the 
speakers and to the Master and Fellows of 
Caius College for the facilities accorded to 
the Society. 


INCORPORATED ACCOUNTANTS’ RESEARCH 
COMMITTEE 

In addition to co-ordinating the work of 
other committees, the Executive Com- 
mittee has been in correspondence with 
overseas accounting bodies, and a register 
of international research and accounting 
studies is being prepared. Work is proceed- 
ing with the Leicester research group and 
the Federation of Boot and Shoe Industries 
on the preparation of a costing manual. 
The study of local government finances was 
pursued in conjunction with the University 
College of the South-West, Exeter, the 
Institute of Municipal Treasurers and 
Accountants and the County Accountants’ 
Association. The third report of this study 
group, entitled ‘‘ Equalisation,” was pub- 
lished in Accounting Research (Part 3, 
Volume IT). 

In addition to its work in connection with 
the submissions to the Royal Commission on 
the Taxation of Profits and Income, the 
Taxation Committee prepared a memoran- 
dum for the Millard Tucker Committee on 
retirement provisions; this memorandum 
was published in the March 1951 issue of 
ACCOUNTANCY. 

The Practice Committee has collected 
data for a series of practice notes on the 
valuation of goodwill, the appointment and 
remuneration of auditors under the Com- 
panies Act, 1948, costing in an accountants’ 
office and directors’ emoluments. 

The Management Committee has under- 
taken a large share of the responsibility for 
the arrangements now being made for the 
course on management accounting which is 

, to be held at Balliol College, Oxford, from 
September 26 to 30, 1952. Members of the 
Committee presented papers at meetings 
arranged by Branches and District Societies, 
and a small group is considering the 
measurement of production efficiency; its 
preliminary report was published in Account- 
ing Research (Part 2, Volume II) and as a 
separate booklet issued by the Cambridge 
University Press. 
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“* ACCOUNTING RESEARCH ” 

Under the joint editorshi» of Mr. F. Sewell 
Bray and Mr. Leo T. Little, Accounting 
Research has attained the status of an inter- 
national journal of both academic and pro- 
fessional repute. Circulation has increased 
satisfactorily and it has been found possible 
to publish quarterly instead of half-yearly. 
The following contributions appeared during 
1951: 

American Reports and Accounts—Some Lessons for 
British Accountants by John R. Lane, Alternative 
Presentations of the Social Accounts by H. C. Edey 
and A. T. Peacock, A Diagrammatic Representation 
of Standard Cost Variances by David Solomons, 
The Form of Government Accounts—I by A. A. 
Garrett, The Form of Government Accounts—II by 
W. B. Reddaway, Corporate Taxation Based on 

Cost by Peter Wiles, The Trade Cycle 
Meditated Anew by F. Sewell Bray, Theory of 
Foreign Branch Accounts by W. T. Baxter and 
B. S. Yamey, A Note on Reserves, Provisions and 
Profits by H. C. Edey, A Slaver’s Accounts by 
Bradbury B. Parkinson, The Measurement of 
Productive Efficiencp—Preliminary Report by a Sub- 
Committee of the Incorporated Accountants’ 
Research Committee, The Impact of Indirect Taxes 
on Costs by R. W. Moon, The Effects of the Local 
Government Act, 1948, and Other Recent Legislation on 
the Finances of Local Authorities by a Research 
Working Party, Source and Use of Funds in the 
Motor Industry by James A. Stewart, Charitable 
Trusts by C. L. Lawton, A National Balance Sheet 
by F. Sewell Bray, Towards a Multi-Dimensional 
Accounting System by H. S. A. Macnair-Smith, 
The Economic of Business Accountancy 
—the Need for Research by Calvin C. Potter, The 
High-speed Computer and the Field of Accounting by 
Adolph Matz, Double Entry Book-keeping in 
Commercial Accounting and in Social Accounting by 
E. Fuerst, Accounting Principles by F. Sewell Bray, 
The Integration of Standard and Current Cost for 
Profit Measurement by W. E. Spruce, Measurement 
of National Income and Construction of Social 
Accounts for an Industrially Backward Economy—ti 
by V. M. Dandekar. 

Accounting Research is published for the 
Incorporated Accountants’ Research Com- 
mittee by the Cambridge University Press. 


** ACCOUNTANCY ”’ 


During 1951 the cost of paper for Accoun- 
TANCY increased by more than 60 per cent., 
and in view of the consequent steep rise in 
publication costs it was inevitable that there 
should be an increase in the subscription 
rate, which was raised from 17s. 6d. to one 
guinea per annum, postage free, from 
January 1, 1952. 

AccounTANCY aims at providing in 
interesting form full and reliable information 


FINAL INTERMEDIATE PRELIMINARY 
a m \ | A ms -——_—s 

Year Sat Passed Sat Passed Sat Passed 
1947 664  224—34% 400 © 165—41% 125 45-36% 
1948 969  399—41% 763  295—39% 144 59—41% 
1949 1,060  484—45% 1,164 583—50% 209 (95-45% 
1950 1,163  435—37% 1,356  651—48% +235 88-37% 


- readership not only within the a: ~ountaney 


and articles. The journal has a orld-wide 


profession but also in industry, commerce 
and.the law. Under the editorsi:ip of Mj, 
Leo T. Little the circulation has continye 
to increase, and it is now two and a half 
times greater than at the end of i945, 


OBITUARY 
The Council records with regret that the 
deaths of eighty members have beep 
reported up to the date of this report, 


HONOURS AND AWARDS 


The Council congratulates the following 
members whose names appeared in recent 
Honours Lists: 

C.B.: Wild, Ira, C.M.c., 0.8.2., “Asaa, 
London. 

C.B.E.: Black, Andrew, a.8.4.a., London, and’ 
Stirling, John, 8.coM., B.L., F.s.A.A., Edinburgh, 

O.B.E.: Bailey, Charles Vernon, asa, 
London; Barnes, Alec Nevison, A.s.A.A., Bristol; 
Lawman, Eric John, a.s.A.A., London; Nichol- 
son, Thomas Holme, F.c.A., F.S.A.A., London; 
Ralph, Hugh Robert, F.s.a.a., Stanmore, and 
Sturgess, Albert Berina, A.s.A.A., London. 

M.B.E.: Callender, Henry Joseph, as..., 
Lichfield. 


EXAMINATIONS 

A revised examination syllabus came into 
operation on November 1, 1951, and 
candidates now have the option of taking 
the Final Examination in two parts. Of the 
455 candidates who sat for both parts in 
November, 168 were successful, 34 satisfied 
the examiners in Part I only, and go passed 
in Part II only. Of the 457 candidates who 
presented themselves for Part I only, 17! 
were successful. The results of the examina 
tions held during the past five years were a 
shown below. 

The concession, whereby in certain cit- 
cumstances ex-service candidates could 
obtain exemption from the Preliminary 
examination, was withdrawn on October |, 


1951. 


IRISH JUBILEE PRIZE FUND 
To commemorate its fiftieth anniversary the 
Irish Branch established a Prize Fund 
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“XAMINATION HONOURS 
The Gold Medal for 1951 was awarded to 
Emest William Barnes, Bristol, and the 
siver Mec'al was awarded to Derek Mather, 


Liverpool. 


,RTICLED CLERKS AND BYE-LAW CANDIDATES 
During the year 532 articles of clerkship 
were registered and 665 bye-law candidates 
wereenrollied. The figures for the past three 


665 1,197 


COUNCIL RESIGNATIONS 
The Council reports with regret the 
rsignation of the following members of the 


Council and pays tribute to their valuable 
srvices: Mr. Walter Holman, F.s.a.a., 


London, a member of the Council since 
1926 and a Past President of the Society; 
Mr. Ralph Macaulay Branson, F.S.A.A., 
Leicester, a member of the Council since 
1930 and a past Vice-Chairman of the 
Examination and Membership Committee; 
Mr. Thomas Harold Platts, F.s.a.a., Bir- 
mingham, a member of the Council since 


1940. 


RETIREMENT AND ELECTION OF MEMBERS OF 
THE COUNCIL 
The following members of the Council 
retire and offer themselves for re-election 
under the provisions of Article 49: Mr. 
Edward Baldry, F.s.A.A., Mr. Richard 
Wilson Bartlett, F.s.a.a., Mr. Frank Sewell 
Bray, F.C.A., F.S.A.A.. Mr. Andrew Brodie, 
F.S.A.A.. Mr. Major James Faulks, M.a., 
F.S.A.A., Mr. Wilfred Harcourt Fox, F.s.A.A., 
Mr. Alexander Hannah, F.s.a.a., Mr. 
Leonard Cecil Hawkins, F.s.a.a., Mr. 


BALANCE SHEET, as at December 31, 1951 


Arthur Edward Middleton, F.s.a.a., Mr. 

Bertram Nelson, F.s.4.A., and Miss Phyllis 

Elizabeth Marie Ridgway, B.A., F.S.A.A. 
In accordance with the provisions of 


Article 48, the Council appointed Mr. 


Frederick Vernon Arnold, F.s.A.A., Brighton, 
Mr. Charles Victor Best, F.s.4.A., London, 
and Mr. William George Ainge Russell, 
F.S.A.A., Birmingham, to fill vacancies on 
the Council. Resolutions for their election 
will be submitted to members at the Annual 
General Meeting in May 1952. 


" AUDITORS 
Mr. James A. Allen, F.s.a.a., and Mr. 
Stanley I. Wallis, F.s.a.a., have notified that 
they are willing to continue in office as 
Auditors. 


ACCOUNTS 


‘The audited accounts of the Society for 1951 


are annexed. 


ACCUMULATED Funps— 
Balance at December 31, 1948 


CONTRIBUTIONS TOWARDS RESTORATION OF 


HALL 


INCOME AND EXPENDITURE ACCOUNT— 


19098 
30,000 


3,763 


5 PER CENT. MortTGAGE DEBENTURES 


PROVISIONS— 
Research Committee 
List of Members 1953__—iy «j 
International Congress on 
Accounting 1952 
Amount os 


CurreEnNT LIABILITIES— 
Creditors and Accruals 
Subscriptions and 

Advance .. ée 


NOTE: 


There is a further liability of approximatel 
£13,000 for work done in conjunction with 


restoration of th Hall wohich has not yet been 
certified by the Architects. 


SpeciaL Prize Trust Funps— 
Henry Morgan Memorial 


Arthur E. Piggott (Manchester) Memorial 543 


War Damace COMPENSATION SUSPENSE 


Fees. received in 


£ L 


527 


oes 


Pa 


& 


Frxep AssETs— 
FREEHOLD PROPERTY 
Incorporated Accountants’ Hall, at cost 
Less Amount written off rs se 


100,954 
954 


ments included in Architects’ 
cates to date, not recoverable 
from War Damage Commission 


FURNITURE AND Fittincs— 
Book Value at December 31, 1931, with 
additions at cost since that date 

Less: Accumulated Depreciation 
War Damage Compensation 


1,437 
101,437 


.. 10,995 
4,822 
3,257 


Lrprary— 
Book Value at December 31, 1947 


INVESTMENTS— 
Government Stocks at cost 
(Market Value at December 31, 1951, £ Il, 
Mortgage Debentures of the Society ( 


CurRRENT Auats— 
Stock of Binders, at cost .. 
Debtors and Prepayments : 
War Damage Repairs: balance recover- 
able at date ‘8 i 
Cash at Bank and in Hand: 
the _ Current Accounts 
Cash in Hand .. 


Spectat Prize Trust Funps— 
Henry Morgan Memorial— 


action E Pegott (Manchester) Memorial— 


pegeecusS weet a 1965/75 
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1950 
& 


1,091 


17 
1,737 


——— 554 


12,682 


1,310 
25754 


INCOME AND EXPENDITURE ACCOUNT for the year ended December 31, 1951 


£ —_ Esrasuisument CHARGEs— 


, 


Rent arid Rates: Milford Lane 

Rent and Rates: Essex Street 

Rates: Hall .. 

Heating, Cleaning and Lighting 

Insurances 

Repairs and Renewals 

Depreciation—Furniture and Fittings 
(Freehold Property, nil) .. re 507 


ADMINISTRATION ExPENSES— 
Salaries and Pension Fund .. .. 14,037 
Travelling Expenses .. e: . toa7 
Printing and Stationery ‘ oa. QStz 
Stamps, Telegrams and Telephone -. 1,024 
Publication of Reports and Meetings 1,352 
Legal and Parliamentary Expenses .. 476 
Audit Fees and Expenses oe a 236 
Miscellaneous Expenses “a 243 489 


GENERAL ExPENSES— 

Installation of Internal Telephone 

System . 34 134 
Chambers of Commerce Subscriptions 55 
Representation Abroad ; a 
Entertainment Expenses’. no 1,146 
List of Members 1951—Balance of Cost 871 
Removal of Offices. 
Reopening of Hall—Reception 
Dublin Conference ‘ 
Donation to Lord Mayor’s Fund 


EDUCATIONAL AND RESEARCH EXPENSES— 
Grant to Research Committee 
Grant to Students’ Telephone 
Library Additions 
Universities Scheme .. 
Cambridge Course (Balliol and | Ashridge) 
Contribution to U.S.A. Accounting Team 


BRANCHES AND District SocIETIES— 
Grants and Panel of Lecturers’ Expenses 
INTEREST— 
Debenture Interest—Gross 
Bank Interest .. 
1,601 
Income TAX—1951-52 .. wn o* 325 


43225 

ExAMINATIONS—Expenses and Prizes .. 13,195 
“ Accountancy ”—Expenditure «+ 14,450 
LessIncome .. pe”) he -. 13,076 


1,374 
Excess oF INCOME OVER EXPENDITURE— 
carried down .. as ys on ‘ 4,948 


£62,742 


PROVISIONS AND EXPENDITURE not wholly 
related to the year 1951— 
Part Cost of International ren on 
Accounting 1952... - 1,500 
List of Members 1953 2,750 
Staff Pension Fund—Adjustment of 
. 1,767 


8,126 


£14,143 


Sundry Fees and Receipts 
Hiring Fees of Hall .. 


ConrrisutTions in respect of Head Office 
Administrative Services— 
London and District Society 
London Students’ Society ~~ 


INTEREST RECEIVABLE— 
Investments—Gross_ .. 
Debentures of the Society 


Excess or INCOME OVER EXPENDITURE 
FOR YEAR .. 

Provision made in 1950 for expenses of 
Universities Scheme not now required 

Interest on War Damage Compensation 


_ (gross) oe bie oe os 
5,596 BALANCE brought forward from 1950 .. 
«£9,989 


_ AUDITORS’ REPORT TO THE 


London, April 17, 1952. 
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COUNCIL MEETINGS 


a 


on record the excellent work done by the 
secretary and the assistant secretary. The 


4 geporT OF THE COUNCIL MEETING HELD ‘ p searers cetera te ~teg 


in the morning of May 21 will appear in 
our next issue. 

A second meeting was held after the 
Society's annual general meeting. 

' prESIDENT AND VICE-PRESIDENT 
Mr. C. Percy Barrowcliff was unanimously 
reelected President, and Mr. Bertram 
Nelson Vice-President. 


DISCIPLINARY COMMITTEE 
In accordance with the Society’s Articles 
the Disciplinary Committee was elected by 
ballot. 


EVENTS OF THE MONTH 


June 4.—Dublin: Irish Branch annual general 
meeting. 

June 13.--Manchester: Annual general meeting. 
Incorporated Accountants’ Hall, 90, Deansgate, 
at 6.30 p.m. ’ 
June 16 to 20.—London: International Con- 
ges on Accounting. Royal Festival Hall, 
South Bank. 

June 24.—London: Luncheon meeting at 1 p.m. 
London District Society annual general meeting 
at 2.90 p.m. Connaught Rooms, W.C.2. 


DISTRICT SOCIETIES AND BRANCHES 


SCOTTISH BRANCH 


AMEETING OF THE COUNCIL OF THE SCOTTISH 
Institute of Accountants, the Scottish 
Branch of the Society, was held on April 4. 

The President, Mr. P. G. S. Ritchie, 
welcomed Mr. R. B. Knowles, F.s.A.A., 
Edinburgh, as a new member of Council. 
Thesecretary, Mr. James Paterson, reported 
the resignation from the Council of Mr. 
J.C. McMurray. The number of candidates 
sitting for the examinations in May was the 
largest in the history of the branch. 

Mr. P. G.. S. Ritchie was re-elected 
President, and Mr. Robert Fraser, Mr. 
Festus Moffat, 0.B.£., J.P., and Mr. John 
Stewart were re-elected Vice-Presidents. 


ANNUAL MEETING 


The seventy-second annual meeting was 


held in the Central Hotel, Glasgow, on 
April 4. Mr. P. G. S. Ritchie, F.s.A.A., 
presided over a good attendance of members. 

The chairman referred to the death of the 
King as a great loss to the nation and 
Commonw<alth. 

They had to record with great regret the 
deaths of three old members, Mr. Thomas 
E. Niven, Mr. James C. Cessford, and Mr. 
Walter Avdrews Abercrombie, all of whom 
had taken an active interest in the work of 
the Society in Scotland. He wished to put 


*O"The election of Mr. Walter Holman as an 
honorary member of the Society on his 
retiral from the London Council was a 
well-deserved tribute to him. 

Mr. E. W. Harris, Mr. W. M. Grier, Mr. 
G. J. Sampson and others took part in the 

» subsequent discussion, in the course of which 
reference was made to the taxation section 
of Accountancy as being of great help to 
members and students. Mr. James A. Scott, 
0.B.E., seconded the adoption of the report 
and accounts, which was carried unani- 
mously. 

The retiring members of Council and the 
auditors were re-elected. Mr. James 
Hawthorne Paterson, F.s.A.A., Greenock, 
and Mr. George Alexander Macdonald, 
A.S.A.A., Glasgow, were elected to fill two 
vacancies on the Council. The President 
and secretary of the branch were re-elected 
representatives on the London Council. 

A cordial vote of thanks was accorded to 
the chairman for his work during the year 
and his conduct of the meeting. 


LONDON STUDENTS’ SOCIETY 


THE SIXTY-FIRST ANNUAL GENERAL MEETING 
of the London Students’ Society was held at 
Incorporated Accountants’ Hall on May 5. 

In the course. of his address the President, 
Mr. J. A. Allen, F.s.a.a., observed that the 
deficiency on the residential courses at 
Ashridge in 1951 arose principally from the 
fact that the Intermediate and Final courses 
were run separately. The committee had 
now arranged that these courses should run 


concurrently and thus considerable saving 


would be effected. He expressed the hope 
that students would avail themselves of 
these courses in the future because those 
who had been fortunate enough to attend 


the London committee to the committees at 
Oxford, Southend-on-Sea and Luton, whose 
work had resulted in these branches 
becoming extremely active organisations. 

Mr. Allen thanked the secretary and the 
staff for their untiring efforts on behalf of 
the Society. 

The report and accounts for 1951 were 
adopted. 

The chairman announced that the Presi- 
dent for 1952-53 would be Mr. G. F. D. Rice, 
A.S.A.A., and the Vice-President Mr, A. S. 
Pearson, A.S.A.A. (Applause.) Mr. D. S. 
Morris, A.s.A.A., Mr. J. P. S. Edge-Parting- 
ton, A.s.A.A., and Mr. J. S. Riggs, who had 
been co-opted during the year, were elected 
members of the committee and the retiring 
members were re-elected. 


Mr. W. G. Payne, F.s.A.A., and Mr. L. G. 
Mansfield, F.s.A.A., were re-elected as 
honorary auditors. 

The chairman presented the Students’ 
Society prizes to those who had been 
awarded honours in the 1951 examinations 
of the parent Society: James. Patrick 

Edge-Partington and Kenneth 
Charles Reeve (Final), and Thomas Alfred 
Fuller and Pestonji Mancherji Narielvala 
(Intermediate). 

Mr. G. F. D. Rice proposed a vote of 
thanks to the President, which was carried 
with acclamation. 


NORTHERN IRELAND 


ANNUAL REPORT 

THE MEMBERSHIP COMPRISES 36 FELLOWS IN 
practice, 27 Associates in practice, 54 
Associates not in practice, and 153 students. 
The Society has lost a valued member by 
the death of Mr. F. Dall Gray, F.s.a.a., 
Coleraine. 

Activities included four luncheon meet- 
ings and talks, an autumn golf competition, 
and a ball organised by the Students’ 


’ Society. The Taxation sub-Committee sent 


to the Society’s Committee in London a 
memorandum on Part 2 of the heads of 
evidence of the Royal’ Commission on 
Taxation. 

The Society is represented on local 
organisations as follows: Ulster Tourist 
Development Association, Mr. Samuel 
Boyle; Belfast Chamber of Commerce, Mr. 
H. McMillan; Belfast Court of Referees 
Appeal Tribunal Panel, Mr. J. A. Winning- 
ton; National Insurance Acts—Local 
Tribunal Panels, Mr. J. A. Winnington; 
Price Regulation Committee, Mr. H. V. 
Kirk; Council to advise on Education_of 
Clerical Trainees, Mr. Robert Bell; Educa- 
tion and Training of ex-Forces Personnel, 
Mr. J. S. Lewis. 

The Students’ Society has had a successful 
season. A taxation course of 26 lectures was 
held during the winter, and pre-examina- 
tion classes before the May examinations. 
Five other lectures were held. 


INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 


EXTRACTS FROM THE FIFTY-NINTH ANNUAL 

REPORT OF THE TRUSTEES 
THE REVENUE OF THE FUND, AT £3,471, 
shows an increase of £283 over that for 
1950. There was a considerable and wel- 
come increase in the amount of subscriptions 
received during 1951, and also in life 
subscriptions, donations and legacies, which 
under the rules are added to the capital. 
The contributions received during the last 
five years were: 
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1950 .. 
1951 .- 

The Trustees extend their warm thanks 
to all contributors, and in particular 
gratefully acknowledge the following gifts 
and legacies: George William Chapman, 
F.S.A.A. £500, Executors of F. W. Buzzacott, 
dec’d. £250, Fitton Will Trust £105, 
Eustace Herbert Raynham, F.s.A.A., £100, 
South African Western Branch £31, and 
Incorporated Accountants’ Lodge £26. 

Grants made during the past five years 
were as follows: 


Year 
I 
3 
1949 
1950 .. 
1951... 
It is fitting that the generosity and keen 
interest in the Fund of Mr. G. W. Chapman, 


F.S.A.A., Leeds, and of the South African © 


Branches should be recognised. Accordingly 
the Trustees have pleasure in nominating 
Mr. Chapman and Mr. R. B. Hogg, o.c., 
F.s.A.A., Johannesburg, as Vice-Presidents 
of the Fund. Resolutions for their election 
will be submitted at the annual meeting on 
May 21, 1952. 

Mr. James A. Allen, Incorporated 
Accountant, London, has notified that he is 
willing to continue in office as Honorary 
Auditor, and the Trustees desire to record 
their warm appreciation of his past services. 


PERSONAL NOTES 


Sir Thomas Keens, D.L., J.P., F.S.A.A., 
received the Honorary Freedom of Luton 
on May 19. 

Mr. A. E. Middleton, F.s.A.A., J.P., a 
member of the Council of the Society, has 
been elected an alderman of the London 
County Council. 

Messrs. Amsdon, Cossart & Wells, 
Letchworth, have changed their firm name 
to Amsdon, Glennerster & Wells. The 
three partners remain the same. 

The partnership of Messrs. Tutte and 
Knapper, Incorporated Accountants, has 
been dissolved. Mr. G. E. Tutte is continu- 
ing to practise at Office Chambers, Lans- 
downe House, Christchurch Road, Bourne- 


mouth. Mr. Edward Knapper is practising 
urch. 


at 10, Bridge Street, 

Mr. L. H. Cooper, M.B.E., A.S.A.A., is ROW 
chairman of the Mond Nickel Co., Ltd., 
London. 


Messrs. Clifford Towers, Temple & Co., 
Incorporated Accountants, London and 
Northampton, have admitted to partnership 
Mr. Bernard T. Barker, A.s.A.A. 

Mr. T. H. Bradley, a.s.a.A., has been 
appointed County Treasurer and Mr. T. W. 
Sowerby, A.s.A.A., Deputy County Treas- 
urer to the Worcestershire County Council. 

Mr, J. M. Drummond, A.s.A.A., formerly 
City Treasurer of Sheffield, has taken up the 


appointment of Deputy Chief Accountant * 


to the British Electricity Authority. 

Mr. W. L. Karamelli, 0.B.E., F.S.A.A., 
who retired last year from the post of 
Principal Accountant, Admiralty, has com- 
menced public practice at 12, Brunner 
Close, London, N.W.11. 

Mr. G. Basu, F.s.A.A., has been nominated 
as a member of the West Bengal Legislative 
Council. 

Mr. D. Basu, F.s.a.A., has been elected 
to the Calcutta Corporation as a Councillor. 

Mr. B. K. Sen, aA.s.A.A., has been 
appointed Commissioner to the Calcutta 
Corporation. 

Mr. C. P. Mukhopadhayay, F.s.A.A., and 
Mr. H. M. Majumdar, F.s.A.A., are members 
of the Bengal Regional Council of the 
Institute of Chartered Accountants of India. 

Mr. T. G. Thompson, Incorporated 
Accountant, has opened an additional 
office at 214A, Royal Liver Building, Pier 
Head, Liverpool, 3. 

Messrs. Firth, Parish & Clarke, Incor- 
porated Accountants, Bradford, have 
admitted to partnership Mr. H. Kirkby, 
A.S.A.A. 

Mr. Tom Marshall, a.s.a.a., has been 
appointed secretary to Tate & Lyle, Ltd. 

Messrs. Ashmole, Edwards & Goskar, 
Incorporated Accountants, Haverfordwest 
and Milford Haven, have taken into 
partnership Mr. H. M. Symonds, .s.a.a. 

Mr. A. J. Richards, a.s.a.a., has been 
appointed County Treasurer of Bedfordshire. 

Mr. G. A. Taylor, A.s.A.A., has been 
appointed Accountant to the Royal College 
of Surgeons of England. 

Mr. D. P. Moore, Incorporated Accoun- 
tant, has commenced public practice at 210, 
Brownshill Green Road, Coventry, and at 
5, Waller Street, Leamington Spa. 

Mr. M. N. Sheehan, 8.com., A.s.A.A., has 
commenced public practice at 18, St. 
Andrew Street, Dublin, C.1, under the style 
of Maurice Sheehan & Co., Incorporated 
Accountants. ‘ 

Mr. C. D. Dryden, a.s.a.a., and Mr. 
J. L. Dryden, a.s.a.A., have retired from the 
practice hitherto carried on by them under 
the style of Dryden & Co. The practice at 
Salisbury, Southern Rhodesia, has been 
transferred to Mr. G. E. Gabriel, Incor- 
porated Accountant, and that at Bulawayo 
to Mr. A. G. H. Walker. 


Messrs. Denning & Co., Incorporated 
Accountants, Exeter, have opeved addi. 
tional offices at Market Street, Crediton, 


REMOVALS 


> 


es, 


Messrs. Bertram Bramwell & Co., Incor. 
porated Accountants, are now practisi 
solely from 11, Hoghton Street, Southport, 

Messrs. Boden, Swaysland & (yp, 
announce that their London office: has been 
changed to 166, Piccadilly, W.1. 

Messrs. Smith, Beeson & Co., Incop. 
porated Accountants, have removed. their 
Boston office to 77, High Street. 

Messrs. Bradley, Slater & Ratcliffe, 
Incorporated Accountants, announce that 
the address of their Christchurch office js 
now 3, Church Street. 

Mr. A. J. Gould, Incorporated Accoun- 
tant, has removed his principal office to 
Caxton House, Newquay. 

Mr. Allan Fillingham, In 
Accountant, has removed his practice from 
Leeds to Waverley Chambers, Station 
Bridge, Harrogate. 

Mr. H. C. Fisher, Incorporated Accoun- 
tant, advises that his office is now at 617a, 
Forest Road, London, E.17. 

Messrs. Henry Taylor & Co., Incor- 
porated Accountants, announce that their 
Cleveleys branch address is now Victoria 
Buildings, Victoria Square, Cleveleys. 

Mr. Reginald C. Biddle, Incorporated 
Accountant, announces that his office 
formerly at Parkstone has been removed to 
62, Woodland Drive, Hove, 4, Sussex. His 
Birmingham address is unchanged. 


OBITUARY 


Rosert Biackiock Hocc . 


The Scuth African Northern Branch of the 
Society has suffered a severe loss by the 
death on April 23 of Mr. R. B. Hogg, «c., 
F.S.A.A., Johannesburg. 

Mr. Hogg qualified as an Incorporated 
Accountant in 1922, taking Honours in the 
Final Examination. After a short time ina 
commercial appointment in Cape Towa, be 
commenced practice as a partner in Messn. 
C. L. Andersson, Gibson & Co. The firm 
subsequently became Whiteley Brothers. 

From 1937 to 1947 Mr. Hogg we 
secretary of the South African Northem 
Branch, and he became well known 
members of the Council and others who 
visited South Africa or who met him on bis 
occasional visits to this country. On bs 
resignation of the office a presentation 
behalf of the Council was made to him by 
Mr. R. Wilson Bartlett, who was then 
visiting Johannesburg. 
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